stelco 


8 ee ae 
ae om oe 

rp Pine ag, Se a * 

E in nan ise eg oS RR 8, Som, 
die 
BO itn 


Contents 


Highlights 

Chairman's Report 
President's Report 
Sales and Production 
Income and Dividends 
Financial Position 
Inflation 

Shareholders 
Marketing 

Raw Materials 
Operations 

Associated Companies 
Employee Relations 
Technology 
Environmental Control 
Lake Erie Development 
Energy — Special Report 
Financial Statements 
Notes to Financial Statements 
Auditors’ Report 
Statistical Summary 
Directors and Officers 
Corporate Directory 


69 (6s) GD ES IS JN IS jp) = 


stelco 


The Steel Company of Canada, Limited, 
Stelco, was created in 1910 when 
several steel companies in Ontario and 
Quebec merged their operations so that 
full advantage could be taken of the 
strides in 20th century steelmaking 
technology. In 1910, the Company 
accounted for about 10% of the coun- 
try’s steel ingot production. Today, 
Stelco is Canada’s leading steelmaker, 
producing approximately 35% of the 
nation’s steel. 


Cover 


Personifying Stelco workers is Edmonton 
Steel Works operator Silas Rafuse. The 
skill and dedication of the Company’s 
25,000-person work force was drama- 
tically underscored by new production 
records established in many plants 
during 1979. While this issue of the 
Company’s Annual Report concentrates 
pictorially on facilities across the country, 
it is employees who comprise Stelco’s 
most valuable asset. The Company is 
superbly equipped to meet the challenges 
of today. By the first half of 1980, when 
the Lake Erie Development becomes 
operational, Stelco will be in an even 
more favourable position to capitalize on 
the opportunities of tomorrow. 
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Quarterly Report 

to Shareholders for the 
period ended 

June 30, 1979 


This message was mailed to shareholders with 
their dividend cheques of August 1, 1979. 
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The Steel Company of Canada, Limited _) 


Toronto, Canada » 


ae “a Quarterly Report 
To the Shareholders of The Steel Company of Canada, Limited: 

Consolidated results for the second quarter and first half of 1979 in comparison with the 
corresponding periods in 1978 and a summary of changes in financial position for the first six months 
of these years are given below: 


Three Months Six Months 

Ended June 30 Ended June 30 
(In Thousands) 1979 1978 1979 1978 

Restated Restated 

Raw steel produced - net tons 1,488 1,453 3,001 2,834 
Shipments - net tons 1,170 1,242 2,368 2,340 
Sales $535,527 $488,766 $1,049,268 $900,072 
Administrative and selling expense 23,886 2622 45 464 43,028 
Depreciation 16,100 16,080 30,800 30,730 
Interest on long-term debt 12,943 12,995 25,878 25,749 
Income before income taxes 64,342 45,931 108,116 76,402 
Income taxes 19,129 11,065 32,222 18,131 
Net income 45,213 34,866 75,894 58,271 
Net income per share $1.68 $1.30 $2.79 $2.14 


(after preferred dividends) 
CHANGES IN FINANCIAL POSITION 


Six Months 
Ended June 30 

(In Thousands) 1979 1978 
Source of Working Capital 
Current operations $131,939 $106,872 
Net proceeds from issue of shares — 193 

131,939 107,065 
Disposition of Working Capital 
Expenditures for fixed assets 54,363 45,305 
Long-term intercorporate investments 7,546 4,257 
Reduction of long-term debt 1,472 1,167 
Dividends 29,320 25,182 

92,701 75,911 

Increase in Working Capital $39,238 $31,154 


The Company has changed its policy of recording investment tax credits to the “flow-through” 
method which recognizes such credits in the year in which they are claimed for tax purposes. 
Previously, investment tax credits were recorded in the year of the related capital expenditures by a 
reduction of income taxes expense. This change has been made retroactively. 

As a result of the above change, net income previously reported for the three months and the six 
months ended June 30, 1978 has been reduced by $2.5 million (10¢ per share) and $4.2 million (17¢ 
per share) respectively. The first quarter results for 1979 included in the six months results above 
have been similarly reduced by $3.1 million (12¢ per share). 


Net income per share is calculated on the weighted average number of convertible shares outstanding 
in each period. Interim statements are unaudited and include estimates which are subject to year-end 
adjustments, 


The second quarter of 1979 experienced a continuation of the strong demand for the 
Company’s products. Raw steel production, shipments and sales revenue reached record levels 
for the six month period and most processing facilities operated at capacity. 


On June 11, a break-out caused the shutdown of the Company’s smallest blast furnace 
and a subsequent 30 day loss of hot metal production. 


Your Directors approved $58.2 million of capital expenditures during the quarter, mainly 
for the Lake Erie Development. In addition, the Board gave approval in principle to a new five 
year capital spending programme estimated to cost $365 million in current dollars. This 
programme is designed to meet increased demand and the need for new types of steel products 
which reflect the changing market and its emphasis on higher strength, large coils and improved 
tolerances. It will be in addition to the expenditures already committed for the completion of 
first phase steelmaking and steel production at the Lake Erie Development and normal 
expenditures required for cost reduction, replacement and environmental purposes at the 
Company’s various plants and raw material properties. It will encompass the following 
undertakings: 


— The completion of the 80” hot strip mill at the Lake Erie Development having an initial 
annual capacity of approximately 1.2 million tons plus further processing facilities. 


— A continuous sheet galvanizing line at Hilton Works with an annual capacity of 220,000 
tons. This will be Stelco’s fourth such installation and will be supported by expansion and 
modification of the 80” cold mill and ancillary facilities. 


— Major modifications to No. 1 bar mill at Hilton Works which will result in effectively 
increasing the Company’s rod and bar rolling capacity by 140,000 tons. 


— A revamp of the Company’s No. 3 electrolytic tinning line at Hilton Works which will 
permit the production of tin-free steel for use in the manufacture of food and beverage 
containers. This product reduces the dependency on high cost imported tin and also 
simplifies recycling. 


— Expansion of the Company’s finishing works facilities through installation of additional 
equipment for manufacturing bolts, nuts, cold drawn bars and of additional facilities for 
cleaning and annealing steel rods. 


Currently there is a softening in demand for automotive related products. At the same 
time however, demand in other areas is such that the Company’s raw steel production will 
continue to be fully utilized and, thus, the current outlook remains favourable. 


TORONTO, CANADA. J. P. GORDON, Chairman of the Board and 
July 31, 1979. Chief Executive Officer. 
J.D. ALLAN, President. 
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Dividend August 1, 1979 


The enclosed cheque is in payment of a dividend of 45¢ per share declared for the quarter 
ended June 30, 1979 payable to Class A and Class B Convertible Shareholders of record at the close 
of business July 3, 1979. 


NOTICE TO NON-RESIDENT SHAREHOLDERS: The Income Tax Act of Canada requires 
that a tax be deducted at the source from dividends paid to non-resident shareholders. The rate of tax 
depends on the shareholder’s country of residence. This tax has been deducted from the amount of 
such dividends and remitted to the Canadian Government. 


CHANGE IN ADDRESS: Please notify the Montreal Trust Company, 15 King Street West, 
Toronto, Ontario, M5H 1B4, of any change in address, using the enclosed change of address card. 


Banks or Trust Companies receiving dividends on behalf of shareholders are 
requested to send this folder on to them. Additional copies may be obtained from the 
Secretary of the Company. 
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Proceedings at the 
Annual Meeting 

of Shareholders 
Monday, April 23, 1979 


‘he Steel Company of Canada, Limited 
‘oronto, Canada. 


THE 
STEEL COMPANY OF CANADA, 
LIMITED 


The following is a summary of 
the business transacted at the An- 
nual Meeting of Shareholders, held 
at Hamilton, Canada on April 23, 
1979. 


Mr. J. P. Gordon, Chairman of 
the Board and Chief Executive Of- 
ficer, was Chairman of the meeting 
and Mr. J. W. Younger, Q.c., Vice- 
President, Secretary and General 
Counsel of the Company, was 
Secretary. 

The Chairman reported that 68% 
of the shares outstanding were 
represented at the meeting either 
in person or by proxy. 

The minutes of the Annual Meet- 
ing of Shareholders held April 24, 
1978 were approved. 

The Directors’report to the share- 
holders and the financial state- 
ments for the year 1978 were ap- 
proved and adopted. 

The following Directors were 
elected: 

John D. Allan 

Alex E. Barron 

Alistair M. Campbell 

A. Jean de Grandpré, Q.c. 

J. Douglas Gibson, O.B.E. 

J. Peter Gordon 
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A..J. MacIntosh, Q.c. 

Senator The Hon. 

Ernest C. Manning, P.C., C.C. 
Frederick C. Mannix 

William F. McLean 

D. R. McMaster, Q.c. 

Lucien G. Rolland 

Henry G. Thode, C.C., Ph.D., F.R.S. 
Kenneth A. White, C.D. 

William H. Young 

Thorne Riddell & Co. were ap- 


pointed auditors for the ensuing 
year. 

At the Meeting of Directors after 
the shareholders’ meeting, the fol- 
lowing officers were elected or 
appointed: 

J. P. Gordon 

Chairman of the Board 

and Chief Executive Officer 

J. D. Allan 

President 

W. C. Chick 

Vice-President, Finance 

A. J. Harris 

Vice-President, Engineering, 

Research and Procurement 

R. E. Heneault 

Vice-President, Administration 

G. H. G. Layt 

Vice-President, Operations 

A. R. McMurrich 

Vice-President, Marketing and 

Corporate Planning 
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J. W. Younger, Q.c. 
Vice-President, Secretary 
and General Counsel 

G. Binnie 

Treasurer 

H. J. M. Watson 
Comptroller — Accounting 
F. H. Weir 

Comptroller — Financial 
Planning 

W. C. Ashcroft 

Assistant Treasurer 

W. A. Darby 

Assistant Comptroller — 
Corporate Accounting 

L. M. Killaly 

Assistant Secretary 

A. G. Northcott 
Assistant Comptroller — 
Works Accounting 


The Chief Executive Officer 
made the following appointments: 

G. W. R. Bowlby 

Vice-President — 

Market Development 

K. Coles 

Vice-President — Manufacturing, 

Finishing & Tubular Operations 

J. E. Hood 

Vice-President — Manufacturing, 

Primary Operations 

A. R. Oliver 

Vice-President — Procurement 
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a BY J. PETER GORDON 
Chairman and 
Chief Executive Officer 


It is a privilege to have, once 
more, the opportunity of holding 
our Annual Meeting in Hamilton. 
This is the first time we have done 
so since 1968. The occasion not 
only provides an opportunity for 
those of us who are Toronto-based 
to come back home, but also de- 
monstrates that, in both an admin- 
istrative and operating sense, 
Stelco is still very much a Hamilton- 
based-and-oriented undertaking. 

| find myself beginning these re- 
marks to you this morning in a 
somewhat different vein than | an- 
ticipated might have been the case 
when | last spoke to you in April of 
last year. At that time, | reported 
that 1977 had not been a particu- 
larly satisfactory twelve months 
for Stelco with raw steel produc- 
tion, shipments, net income and 
return on investment, sales and 
shareholders’ equity all below the 
levels of the previous year. 

As far as-1978 was concerned, 
we anticipated a very moderate in- 
crease in steel shipments and, 
since that year was as well a nego- 
tiating one for the steel industry, 
we were also hopeful that the full- 
capacity level of operations pro- 
jected for the first half would be 
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followed by a post-negotiations’ 
decline that would be somewhat 
less severe than had been the 
case in the past. 

What actually happened not only 
far exceeded the most optimistic 
of our forecasts, but also empha- 
sized the unpredictable volatility 
of our current economic environ- 
ment. As the year began, the auto- 
motive sector was the only one 
that was exhibiting consistently 
strong demand. Customers in 
other traditional markets, includ- 
ing construction, agricultural, steel 
service centres, appliance manu- 
facturing and railcar building, were 
all operating well below capacity. 

In the second quarter, however, 
and continuing throughout the bal- 
ance of the year, there was a sig- 
nificant and broadly-based im- 
provement in demand that was 
assisted materially by the depre- 
ciation of the Canadian dollar rela- 
tive to the United States’ dollar 
and the currencies of our other 
major trading partners. By the end 
of 1978, Canadian manufacturers 
found that their order pattern was 
up by 29%, their capacity utilization 
rates had recovered to about 90%, 
and that their inventory levels had 
fallen substantially. 

The effect of this increased pace 
of economic activity on the steel 
industry was dramatic, and ship- 
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ments increased by 12% to a rec- 
ord 12.8 million tons. Stelco started 
the year with its smallest blast fur- 
nace out of operation because of 
inadequate demand, large inven- 
_ tories and an operating level which, 
though improved from the pre- 
vious quarter, was still well below 
capacity. 

As demand picked up and ac- 
celerated, “B” blast furnace was 
brought back into production in 
the second quarter and a sched- 
uled reline of “C” furnace was de- 
ferred until 1979. This surge in 
demand, which encompassed vir- 
tually every product line with the 
exception of large diameter pipe, 
culminated in July with the highest 
level of shipments of any month in 
our 69-year history — just slightly 
under $200 million. 

As a result of the devaluation of 
the Canadian dollar, new export 
opportunities opened up for Cana- 
dian steelmakers (and more im- 
portantly their customers), espe- 
cially across the Border. Early in 
the year, Stelco, in anticipation of 
the traditional slowdown in de- 
mand taking place following the 
August Contract Settlement, con- 
tracted for additional business in 
the United States in order to keep 
our facilities fully loaded and avoid 
the possibility of layoffs. As de- 
mand continued, unabated how- 
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ever, the industry found itself 
struggling to keep up with what 
had obviously become a boom in 
the domestic steel market. 

Stelco, with its largest blast fur- 
nace shut down for relining from 
late October through November, 
continued to be under pressure 
throughout the fourth quarter, but 
was able to cushion this by draw- 
ing on inventories of semi-finished 
products rolled and held during 
the latter part of 1976 and through- 
out 1977. 

The end result of all of this was 
that, while raw steel produced de- 
clined from 5.64 million to 5.53 
million tons as a result of the 
scheduled reline of “E” blast fur- 
nace, steel shipments rose from 
3.39 million to a record 4.46 mil- 
lion tons. Total sales of $1.8 
billion and net profit of $120 mil- 
lion were the highest in the Com- 
pany’s history. The brisk level of 
operations maintained throughout 
the year enabled an all-time pro- 
duction high to be established at 
Edmonton Steel Works and new 
production records to be set at the 
bloom and billet, bar, rod, cold roll- 
ing and hot strip mills at Hilton 
Works. 

Notwithstanding the increase in 
net profit, however, manufacturing 
costs — fuelled by continuing infla- 
tion — increased significantly dur- 
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ing the year. The devaluation of 
the Canadian dollar added sub- 
stantially to the costs of the iron 
ore and coal we bring in from the 
United States. The price of coal 
was also affected by new Contract 
Settlements which also singularly 
failed to provide any safeguard 
against yet another upward cost 
pressure — that of unauthorized 
work stoppages. 

There were, in addition, sharp in- 
creases in the price of energy, 
scrap, and a wide variety of other 
items necessary to the function- 
ing of our business. That these 
costs did not impinge more dras- 
tically on our results for the year 
was due to acombination of price 
adjustments, improved productiv- 
ity, and vigorous cost stabilization 
and reduction programmes. These 
results would not have been pos- 
sible without the tremendous effort 
put forward by all employees, in all 
areas, at all levels, and to them 
must go the very considerable ap- 
preciation of all of us whose re- 
sponsibility it is to direct your 
Company. | 

In my remarks to you last year, | 
stated that the 1978 Contract ne- 
gotiations would be the most cru- 
cial in Stelco’s history, and that it 
was vital that all parties involved 
recognized the degree to which 
the eventual Settlement must take 
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into account the need for cost 
stabilization and the maintenance 
of our competitive edge. These 
negotiations took place within an 
environment that, on both sides, 
was constructive and appreciative 
of the economic realities which 
governed our market situation and 
the Settlement that emerged was 
one that was fair, equitable, and 
realistic. 

The drive for cost stabilization 
and reduction was also reflected 
in the results achieved by our Energy 
Conservation, Methods Improve- 
ment, and Employee Suggestion 
programmes. As a member of the 
Ferrous Industry Energy Research 
Association, Stelco is co-operating 
in endeavours designed to achieve 
a 3%% reduction in the energy 
required to make a ton of steel. 

During 1978, approximately 110 
conservation projects were imple- 
mented, resulting in annual energy 
savings sufficient to heat 12,000 
average-sized Ontario homes, ora 
City about the size of Brantford. 
Both the Methods Improvement 
and Employee Suggestion pro- 
grammes, in terms of suggestions 
adopted and savings realized, main- 
tained a decidedly upward trend. 

The financial results reported by 
steelmakers, together with recently- 
announced upward price adjust- 
ments over major segments of their 


10 


product lines, triggered from certain 
segments of society the inevitable 
Paviovian response of “rip-off” ac- 
companied by demands for a roll- 
back of these increases. In reply, | 
would like to point out that, wel- 
come as Our improved net income 
performance was, the return on in- 
vestment, sales and shareholders’ 
equity attained by Stelco in 1978 
(while better than what it was in 
1977) is still significantly below 
levels achieved earlier in the de- 
cade and requires continued up- 
ward adjustment if we are to main- 
tain our position as an efficient 
and productive enterprise whose 
cash flow has been, and will conti- 
nue to be, directed toward the 
improvement of existing facilities 
and the creation of new ones. 

| would also like to remind pur- 
veyors of such criticism that the 
Canadian steel industry has, in 
recent years, been the subject of 
five full-fledged Government price 
investigations, including a Royal 
Commission of Inquiry, all of whom 
concluded that our pricing policies 
were fair and equitable, with the 
latter body also making the gratu- 
itous observation that Canada had 
a World-class steel industry. It is 
certainly refreshing that at least 
one segment of opinion in our 
society recognized that there was 
obviously a link between that 
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achievement and an adequate 
level of profitability. 

On the other hand, it is disturb- 
ing (if not indeed frightening) that, 
even in our current economic en- 
vironment where nearly one mil- 
lion of our citizens are unemployed, 
there are those who cannot, or will 
not, recognize the connection that 
exists between profits and both 
the creation of new jobs and pres- 
ervation of existing ones. 

The unexpected boom in domes- 
tic steel demand, which started 
last year, has continued into 1979. 
Despite maximum effort and a full- 
out level of operations, Canadian 
steelmakers are currently unable 
to meet fully the needs of their 
customers to the point where a 
number of product lines are on 
allocation. This situation has re- 
sulted in some complaints that we 
have been abandoning our tradi- 
tional domestic market orientation 
and directing more of our produc- 
tion into the United States’ market 
and offshore where relatively higher 
valued currencies appear to offer 
a much more lucrative return. Noth- 
ing could be further from the truth. 
While there has been a slight in- 
crease in Stelco’s shipments of 
fasteners into the United States — 
reflecting an ability to displace off- 
shore imports into that Country 
— this is scarcely surprising given 
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the current automobile boom and 
the fact that we are recognized as 
the leading North American sup- 
plier of fasteners to the United 
States’ automotive industry. A look, 
however, at our current sales of 
rolling mill products indicates that 
our market involvement in the United 
States is relatively stable and gen- 
erally in line with traditional patterns. 

Canadian steel producers are 
pushing vigorously ahead with the 
installation of additional produc- 
tion facilities to meet the needs of 
their domestic customers. Both 
Algoma and Dofasco have recently 
brought significant increases in 
Capacity on stream, but by far the 
largest single increase in Cana- 
dian domestic capacity will come 
about when Stelco’s huge Lake 
Erie Development is brought into 
operation about eleven months from 
now. 

The first phase of this project, 
which in terms of technological in- 
novation and environmental ap- 
proach is probably unmatched in 
the World, will add about 1.3 million 
tons to Stelco’s existing annual 
Capacity. Pending a decision later 
this year on what form of rolling 
facilities will be installed to com- 
plement this new capacity, slabs 
from Lake Erie will be processed 
on the 56” hot strip mill at Hilton 
Works. 
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| think it is appropriate to reflect 
here on the extent to which the 
Lake Erie Development has been 
a Stelco project, not only in terms 
of financial commitment, but also 
with respect to planning, design, 
and construction. It will, we be- 
lieve, stand every bitas muchasa 
testament to the skill of Stelco 
people in creating steel plants as 
its future operation will reflect and 
enhance their traditional reputa- 
tion as operators of such enter- 
prises. 

If one feels predisposed to en- 
gage in the luxury of hindsight, it is 
possible to speculate about the 
benefits that might have accrued 
to Canadian steelmakers had all 
this additional capacity been in 
place earlier,\and there is little 
question that these would hardly 
have been insignificant. However, 
there is another side to this equa- 
tion that is brought sharply into 
focus when one looks at the situa- 
tion currently confronting much of 
the World’s steel industry. The 
Canadian steel industry is World 
competitive because it has con- 
sistently been profitable, or at least 
the private enterprise segment of 
it has, and it has not hesitated to 
plough back hundreds of millions 
of dollars of these profits into the 
acquisition of a highly-sophisti- 
cated technological base. 
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It has been profitable primarily 
because it has, historically, been 
highly successful in matching its 
expansion of productive capacity 
with that of domestic market growth, 
even to the extent of tending to lag 
behind such growth rather than at- 
tempting to stay out in front of it. 
While this has sometimes resulted, 
as is the case at present, in the 
industry missing out on orders in 
times of market upswing, the other 
side of the coin is that it has, so far, 
managed to avoid during market 
downturns both the economic 
catastrophy of large segments of 
expensive capacity lying idle and 
the social disruption and human 
misery associated with mass lay- 
offs that have struck steelmakers 
elsewhere in the World with such 
devastating impact during the past 
couple of years. 

Perhaps the most recent example 
of the Canadian steel industry’s 
technological leadership, and also 
of that very special sense of crea- 
tive ingenuity and intellectual dis- 
cipline and dedication that is so 
vital in the translation of vision into 
reality, is provided by the develop- 
ment of the Stelco Coilbox which 
represents the single most impor- 
tant advance in hot strip rolling 
technology that has occurred for 
many years. Not only does this in- 
novation introduce superior metal- 
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lurgical qualities to hot strip and 
significantly reduce the capital 
cost of constructing hot strip mills, 
but it also effects a substantial 
reduction in the energy consump- 
tion of such units. The Coilbox is 
currently being used with great 
success by an Australian steel- 
maker, and we have had numer- 
ous other inquiries about it from 
steelmakers all over the World. We 
shall be installing the unit at the 
56” hot strip mill at Hilton Works 
when we undertake a major re- 
vamp of that facility next year, and 
there appears little doubt that it is 
destined to follow in the footsteps 
of the Stelmor Process and other 
Stelco innovations in becoming an 
integral part of International steel- 
making operating practice. 

You can imagine how delighted 
everyone at Stelco was as a result 
of the Company being designated, 
along with ipsco, as a potential 
supplier of the 1.5 million tons of 
steel pipe that will be required for 
the Canadian portion of the Alaska 
Highway Pipeline. Although a num- 
ber of snags, such as the price for 
delivered gas, level of exports, and 
rate of return have delayed a start 
on this project (which will create 
tens of thousands of jobs on both 
sides of the Border) and there are 
voices which maintain that the line 
will never be built, the grim realities 
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of the current Global energy envi- 
ronment would seem to indicate 
otherwise. 

Recent events in Iran, together 
with the vulnerability of Saudi Arabia 
and other Persian Gulf States, 
clearly demonstrate how vital this 
gigantic project (which will benefit 
the United States initially by bring- 
ing Alaska gas across Canada to 
American markets and Canada a 
little lateron through the proposed 
Dempster Highway link-up) is to 
the future energy viability of both 
our Countries. 

Stelco continues to look forward 
to making a start on fabricating 
pipe for this undertaking in 1980 
and, during 1978, wecompleted a 
$24 million expenditure programme - 
of our Stelform Mill in Welland 
which has enhanced, still further, 
Our position as the best-equipped 
producer of high-pressure oil and 
gas transmission pipe in North 
America. Attaining this position has, 
however, involved much more than 
the construction and modification 
of our pipemaking facilities. 

Stelco began to study the impli- 
cations of constructing vast pipe- 
line complexes in the Arctic more 
than ten years ago, and this in- 
volved fundamental changes being 
made to traditional steel chemistry 
and metallurgical processing that 
have resulted in the development 
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of a whole new family of steels 
possessing the properties needed 
to cope with the climatic character- 
istics of the Arctic environment. 
While Canadian steelmakers have 
been busy and reasonably profit- 
able during 1978, there is certainly 
no room for complacency since 
the industry faces major chal- 
lenges and problems as well as 
opportunities in both the imme- 
diate and longer-term future. On 
the International scene, there have 
been some indications of increased 
domestic demand in Japan al- 
though steelmakers in that Coun- 
try have not, as yet, reactivated 
facilities shut down two years ago. 
The European steel industry is cur- 
rently going through a painful pro- 
cess of rationalization, and the 
closing down of obsolete facilities 
is Causing varying degrees of social 
stress and strain depending upon 
the particular Country involved. 
One manifestation of this trend is 
an ever-increasing preponderance 
of Government ownership and 
control to the point where only 
Holland and West Germany now 
have private enterprise steelmaking. 
This has serious implications for 
Canadian steelmakers since com- 
petition between private concerns 
and Government-subsidized insti- 
tutions is a very unequal contest, 
especially in view of the fact that 
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many Overseas’ Countries have a 
tradition of using their industrial 
infra-structures as employment- 
providing or foreign-exchange- 
generating mechanisms. 

It also appears inevitable that 
the final agreement emanating from 
the GATT Negotiations, now draw- 
ing to aclose in Geneva, will con- 
tain provision for some reduction 
in tariff levels. This will affect Cana- 
dian steelmakers directly by pro- 
viding imported steel with easier 
access to their markets, and in- 
directly by virtue of eroding still 
further the competitive position of 
our already-troubled secondary 
manufacturing sector. We are, never- 
theless, hopeful that the final agree- 
ment reached at Geneva will at 
least contain some sort of code 
that will govern subsidies and 
countervailing duties. 

Coming a little closer to home, 
Canadian steel producers are con- 
cerned abouta Study, with respect 
to the tax treatment of resource 
profits, that has been initiated by 
Revenue Canada and which could 
have serious consequences for the 
industry. 

In the belief that the current 
resource tax structure was putinto 
place by the Government to pro- 
vide companies such as Stelco 
with the incentive to expand facil- 
ities, we have undertaken long- 
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term planning and have made large 
expenditures on the assumption 
of a continuation of these incen- 
tives. Any amendment to current 
legislation, orevenachangein the 
interpretation of regulations cur- 
rently in place, could affect the 
industry’s tax liability and, there- 
fore, have implications for our 
future profitability. 

Yet another source of immediate 
concern is the fact that the Sea- 
way workers’ employment Contract 
expires this year, and any interrup- 
tion of coal and ore deliveries (on 
top of the disruption that took place 
last year) will affect not only our 
ability to build up adequate stocks 
of raw materials for next Winter, 
but will also force us into costly 
alternative means of bringing in 
Our ore and coal. 

The future prospects of the Cana- 
dian steel industry are, of course, 
governed by the performance of 
the National economy and also by 
what happens in the United States. 
Current predictions call for a 3.5% 
increase in real economic growth 
for 1979, and Canadian steel ship- 
ments for the year should total 13 
million tons, up 1.5% from last year. 
Since 1979 will be a negotiating 
year for major segments of our 
economy, it is particularly urgent 
that Settlements reached reflect 
the competitive realities of the cur- 
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rent market environment, espe- 
cially as this relates to secondary 
manufacturing, if we are not to 
fritter away the advantages accru- 
ing from the devaluation of the 
Canadian dollar. 

In the longer term, there is, of 
course, the tremendous potential 
represented by our natural re- 
sources, particularly the need to 
embark as quickly as possible on 
the energy developments that are 
so vital to our economic future. 

To convert our total economic 
potential into actuality, however, 
will call forthe investment over the 
next decade of immense sums of 
money, as high as $1.26 trillion by 
some estimates, which, even in these 
inflation-ridden times, quite literally 
boggles the imagination. To raise 
investment capital of this magni- 
tude will obviously call for a mas- 
sive National effort that will, 
amongst other things, involve put- 
ting into places a framework of 
economic incentives that will en- 
courage and enable our business 
and financial institutions (and, of 
equal importance, individual Cana- 
dians) to participate to the fullest 
extent possible in this giant Na- 
tional undertaking. 

The Federal Government de- 
serves great credit for having gone 
a considerable way toward recog- 
nizing this need through recent 
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tax incentives to business and also 
the more generous tax treatment 
it has accorded to dividends em- 
anating from Canadian corporations. 

On the other hand, the Progres- 
sive Conservative Party has recog- 
nized that there is another compo- 
nent to equity investment — capital 
appreciation — and therefore must 
also be complimented for its bold 
and imaginative proposal to remove 
Canadian equities from capital 
gains’ tax liability. 

When the capital gains’ tax was 
introduced in 1972, | felt at that 
time that it was an inappropriate 
measure given the particular nature 
and needs of the Canadian econ- 
omy, and | hold this opinion even 
more strongly today. | must con- 
fess that | find one particular argu- 
ment that has been advanced for 
retaining the capital gains’ tax — 
that its removal would benefit only 
the privileged few — somewhat 
puzzling. First of all, | doubt very 
much whether the vast majority of 
Canadian shareholders — irrespec- 
tive of whether they invest directly 
or indirectly in the equity market — 
would exactly look upon them- 
selves as falling within this specific 
socio-economic category. 

Furthermore, surely the princi- 
pal basis for evaluating the merits 
of this particular proposal should 
not be who gets how much from 
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what, but rather the effect it will 
have (beneficial in my opinion) on 
individual incentive, domestic capital 
formation and, thus, on the Na- 
tional economy, from which let us 
not forget that every man, woman, 
and child in this Country derives 
their livelihood and, indeed, their 
entire economic sustenance. 

There is no question, however, 
that Canada’s economic future is 
directly linked to its Constitutional 
future and, therefore, to the de- 
gree that Canadians are success- 
ful in coping with their current 
Constitutional turmoil. This places 
a particularly heavy burden oneach 
one of us not only when we enter 
the polling booth on May 22nd, but 
also beyond when the discussions 
and negotiations on our National 
future will be taking place. 

In considering some of the posi- 
tive factors that are working in 
favour of the preservation of Na- 
tional unity, it is tempting to dwell 
on the attainments of the past — 
on oursuccess in knitting together 
two diverse founding cultures, in 
weaving into our National fabric 
the different cultures represented 
by New Canadians of other National 
Orgins, and in building a Nation 
from East to West on a Continent 
where the predominant geo-eco- 
nomic pull is so clearly North to 
South. 
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These achievements are all a 
matter of historical record and im- 
pressive in themselves, but the 
future of Confederation will, more 
than anything, be decided by the 
attitudes that individual Canadians 
adopt toward each other — how 
determined we are to reject the 
voice of extremism from which- 
ever direction it might come; how 
willing we are to divest ourselves 
of past pre-conceptions and preju- 
dices; how perceptive we prove to 
be in differentiating between un- 
principled compromise and en- 
lightened accommodation of dif- 
fering cultural values and economic 
aspirations and, perhaps above all, 
how far we are prepared to go in 
recognizing the degree to which 
our Cultural, linguistic, and eco- 
nomic diversity is the fundamental 
basis of our distinctive North 
American character and heritage. 

How ironic. it would be if this 
latter element — which some see 
as the major divisive force within 
the Canadian Confederation of 
today — should turn out to be the 
cement that binds our re-shaped 
and revitalized Confederation of 
tomorrow. 
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a 


steicd 


Proceedings at the 
Annual Meeting 

of Shareholders 
Monday, April 23, 1979 


The Steel Company of Canada, Limited 
Toronto, Canada. 


The Steel Company of Canada, Limited stelco 


Toronto, Canada 


Annual Report 1979 


(Year ended December 31, 1979) 


Highlights 
Dollars in millions except as indicated * 
Financial 1979 1978(1) % Change 
Sales $ 2,091.2 iy Aeowé +18 
Net Income $ 156.9 111.9 + 40 
Per cent of sales % 7.5 6.3 
Per convertible share + *$ 5.74 4.07 
Dividends declared — preferred $ 15.4 4) + 34 
— convertible $ 49.4 43.2 1G 
Per convertible share *$ 2.00 1.75 
Convertible shareholders’ equity $ 1,009.6 OIee7 2 18) 
Per convertible share *$ 40.85 Sis 
Capital expenditures $ 204.0 14536 +40 
Depreciation $ 60.5 56-7 + 7 
Operations 
Materials and services bought and used $ 1,144.7 984.1 + 1.6 
Total employment costs $ 641.6 559.0 maid 65) 
Average number of employees 25,032 Zoirt2 nO 
Raw steel produced — thousands of net tons 5,862 5,533 + 6 
Steel shipments — thousands of net tons 4,553 4,466 ne 
Distribution of Total Revenue 
Purchases of goods, supplies and services % 52 53 
Wages, salaries and employee benefits % 30 30 
Depreciation % 3 eS) 
Interest on long-term debt % 3 3 
Federal, provincial and municipal taxes % 5 5 
Dividends % 3 3 
Earnings reinvested in the business % 4 3 
% 100 100 


+After preferred dividends. (See Note 1 on page 25.) 
(1) Restated (See Note 2 on page 25.) 
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A report from the Chairman of the Board 


The steel industry in Canada continued 
to operate at virtual capacity throughout 
1979, despite a pronounced decline in 
the automotive industry, which began in 
the third quarter of the year. The slack 
in demand from this sector was picked 
up by other consumers of steel products. 
Domestic steel shipments increased by 
6% to 11.6 million net tons. Prices for 
imported steel remained by-and-large 
unattractive to Canadian users, but where 
Canadian supply fell short of domestic 
requirements, increased imports were 
recorded, most notably for plate, sheet 
and structural sections. Mill exports to 
the United States and to overseas mar- 
kets declined from 2 million tons in 1978 
to 1.8 million tons. 


Stelco’s sales of $2.1 billion and net in- 
come of $156.9 million set records. With 
the exception of large diameter pipe 
mills, all major facilities sustained full-out 
operations and fabricating plants worked 
at high levels of capacity. 


The world steel industry in 1979 was 
characterized by pockets of relatively 
strong demand. Western world crude 
steel output showed an increase of ap- 
proximately 4% over 1978. In Europe, 
markets were more orderly, despite 
serious Overcapacity in some countries, 
particularly France, Belgium and Italy. 
The British steel industry was plagued 
with operating losses, plant shutdowns 
and labour strife. Japan diverted sub- 
stantial export tonnages to its own 
domestic use and far eastern markets 
away from North America. In the United 
States, steel consumption declined 
slightly in line with slackened economic 
activity. 

The multilateral trade negotiations — the 
Tokyo round — begun in 1973, were 
concluded in 1979, resulting in agree- 
ment to reduce tariffs over a period of 
years. While previous negotiations con- 
centrated on tariff reductions, this repre- 
sented but one element in the Tokyo 
round, where a serious attempt was 
made to establish codes of conduct gov- 
erning the use of a number of non-tariff 
measures. The extent to which these 
codes will affect international trading for 
steel and other products remains uncer- 
tain at this time. 

The world steel outlook for 1980 is not 
robust and the International Iron and 
Steel Institute is predicting western world 
steel demand to be somewhat below that 
of 1979. Many political and economic 
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imponderables are present. There are 
indications of a reduced demand for 
steel in the U.S.A., largely due to cur- 
rent automotive industry problems. A 
number of American steel producers, 
most notably the U.S. Steel Corporation, 
have announced the planned closing of 
less-efficient facilities and, without any 
significant new capacity coming on- 
stream, this will result in an overall re- 
duction of that country’s steel producing 
Capability. The automotive industry is in 
the process of a wrenching rationaliza- 
tion. The international oil situation has 
hastened the industry’s need to re-tool 
On a massive scale in order to produce 
smaller and lighter vehicles that will be 
more fuel-efficient. This rationalization 
cannot be accomplished quickly and in 
the meantime, the North American auto 
market remains vulnerable to the incur- 
sion of foreign-built vehicles. This con- 
dition has obvious implications for those 
steel producers who depend heavily on 
this market. 


From the Canadian steel industry’s point 
of view, and Stelco’s in particular, the 
move on the part of the automotive in- 
dustry to lighter vehicles can be viewed 
optimistically, inasmuch as steel produc- 
ing and finishing facilities are being 
expanded in ways to take advantage of 
new product demands. 


At a time when many American steel 
producers are re-trenching, Stelco, in 
the spring of 1980, will produce its first 
steel at Nanticoke. This will be a signal 
event in the Company’s history and we 
believe it to be well-timed. Initial slab 
production will be utilized at Hilton 
Works or sold. Looking beyond 1980, 
the added steel production will provide 
slabs for the new 80” Strip Mill at Lake 
Erie and, as well, will afford improved 
overall steelmaking flexibility. 


As we enter the 1980’s, the world is 
faced with problems that are the culmina- 
tion of events that have been unfolding 
steadily throughout the past decade. 
International oil and foreign exchange 
markets are in turmoil. Inflation is ram- 
pant in most countries. Further political 
and social dislocations can be expected 
to cause unsettled conditions for many 
economies. The industrialization of 
emerging third world countries will have 
a distinct bearing on world trade. Over- 


shadowing all, is the energy situation 
which has come centre-stage and will 
remain so in the years ahead. Canada 
is in an enviable position with respect 
to energy, but our potential cannot be 
realized without considerable planning 
and effort. Canada must move concert- 
edly towards energy self-sufficiency. The 
road to this goal will have to be paved 
with realistic conservation policies and 
higher prices for oil and gas. 


The future role of government, it is 
hoped, will be to encourage the private 
sector's manufacturing growth and de- 
velopment of natural resources by the 
introduction of appropriate monetary and 
fiscal incentives and policies. It is clear 
that Canada can no longer survive 
competitively nor prosper economically 
unless a discipline is undertaken to 
encourage the “‘supply’’ side of our 
economy and to lessen our balance of 
international payments and reduce gov- 
ernment budgetary deficits which have 
widened dramatically in recent years. 


The referendum question on sovereignty 
will be put in Quebec in 1980 and it is 
to be hoped that the answer will signify 
the strengthening rather than the frag- 
menting of our country. The goal for a 
united and strong Canada will be realized 
only through the coordinated activities 
of all provinces acting together with the 
Federal Government. 


The outlook for the Canadian steel 
industry in 1980 is basically optimistic, 
despite current predictions for a real 
GNP growth in the order of only 1%. 
Domestic steel shipments are forecast at 
11.6 million tons, approximating those in 
1979. Economic and political develop- 
ments in the United States and unsettled 
international conditions could have an 
adverse effect on business activity in 
Canada. Nevertheless, many Canadian 
manufacturers have been operating 

at peak levels and it is apparent that 
added capacity has become desirable. 
Spending for plant and equipment was a 
strong force in 1979 and is expected to 
continue in 1980. The start of energy- 
related projects, including pipelines, will 
provide added impetus for the economy 
as the year progresses. 


Directors 

After 20 years of service on Stelco’s 
Board of Directors, Mr. H. M. Griffith, 
Chairman of the Executive Committee 

of the Board and former Chairman and 
Chief Executive Officer of the Company, 
retired from his Board position on Feb- 
ruary 19, 1979, in keeping with the 
compulsory retirement rules for Directors 
of the Company. Mr. Griffith’s association 
with Stelco spans more than 43 years of 
service and his wealth of experience and 
wise counsel will be very much missed. 


To fill this vacancy, Mr. Alex E. Barron 
was elected a Director. 


Executive changes 

During the year, the Company lost 
through retirement, two Officers who 
have made a valued and significant con- 
tribution to Stelco: Mr. W. C. Chick, 
Vice-President, Finance, after 34 years 
of service and Mr. F. H. Weir, Comptrol- 
ler, Financial Planning, after 42 years of 
service. 


In anticipation of his retirement early in 
1980, Mr. A. R. Oliver relinquished his 
position as Vice-President — Procure- 

ment on June 1, 1979, but remained a 
Vice-President to carry out special cor- 
porate assignments. 


During 1979, the following appointments 
were made effective January 1, 1980: 

O Mr. H. J. M. Watson — Vice-President, 
Finance 

O Mr. G. Binnie — Comptroller 

O Mr. P. D. Matthews — Assistant 
Treasurer (July 1) and subsequently, 
Treasurer 

The dedicated efforts of employees are 
deeply appreciated by the Directors and 
Officers, as is the support of customers, 
suppliers and shareholders. 


MOCO 


Chairman of the Board and 
Chief Executive Officer 


Toronto, Canada 
February 13, 1980 


J. P. Gordon, Chairman of the Board and 
Chief Executive Officer (left) and J. D. Allan, 
President and Chief Operating Officer, in- 
spect the control panel for the blast furnace 
now nearing completion at the Lake Erie 
Development. Tom Bondarenko, Staff Spe- 
Ccialist, (right) explains the features of the 


stelco 


computer-controlled continuous furnace 
feeding operation which is expected to 
optimize production levels. The system has 
already undergone successful trials using 
the same types of materials that will be 
utilized in actual service. 
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A report from the President 


Sales and production 


In spite of a downturn in the steel re- 
quirements of the automotive sector 
during the latter part of the year, the 
overall demand for steel remained strong. 


Sales revenue of $2,091.2 million ex- 
ceeded the previous year’s figures by 
17.8%. These record sales resulted from 
a greater tonnage of products shipped 
as well as higher selling prices which 
were necessary to recover increases 

in costs. 


In spite of the outages of three of the 
four blast furnaces for varying periods 
during the year, and a fire at the elec- 
tric furnace shop at McMaster Works, 
steel production set a new annual record 
of 5.9 million tons, up from 5.5 million 
tons produced in 1978. (See also 

page 10.) 


In order to meet the requirements of Its 
customers and prevent erosion of its 
market participation, the Company pur- 
chased substantial quantities of semi- 
finished steel. The premium paid for 
purchased steel had an adverse effect 
on manufacturing margins and the Com- 
pany’s cash position. 


Net income 


Consolidated net income for the year of 
$156.9 million was at a record level, up 
materially from the restated $111.9 mil- 
lion earned in 1978. Earnings available 
to convertible shareholders after deduct- 
ing preferred dividends were $5.74 per 
share compared with the 1978 restated 
earnings of $4.07 per share. 


Manufacturing costs increased signifi- 
cantly during 1979. Major factors con- 
tributing to this trend were: 

O Employment costs which increased 
under the terms of the various collective 
agreements. 


O Energy costs which increased in total 
as a result of upward pressure on prices 
despite reduced consumption per unit of 
output. (See Stelco’s energy efficiency 
report — page 20.) 

O Raw material and reagent costs which 
increased due to higher prices for ore, 


scrap, ferromanganese and molybdenum. 
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Partially offsetting these cost increases 
were certain economies arising from the 
high level of operations and savings re- 
sulting from improvements in operating 
procedures and new and more efficient 
capital facilities. Despite these measures, 
it was necessary to institute selling price 
increases to prevent deterioration of 
profit margins. 


Income taxes expense increased signifi- 
cantly over the restated 1978 income 
taxes due principally to the higher level 
of pre-tax earnings. 


During the year the Company revised its 
policy with respect to the accounting 
treatment of the investment tax credit. 
Note 2 to the Financial Statements on 
page 25 sets out the nature and magni- 
tude of the resulting restatement. The 
new policy is the same as that currently 
being followed by the majority of Cana- 
dian companies. The change was made 
for two reasons. First, although Cana- 
dian accounting authorities have still not 
issued any directives on the subject, the 
Company was influenced by Interpreta- 
tion Bulletin #25, issued by the U.S. 
Federal Accounting Standards Board 
which advocates recognizing the invest- 
ment tax credit only when claimed for 
tax purposes. Second, the investment 
tax credit has been increased from 5% 
to 7% of eligible capital spending and 
the expiration date, which was to occur 
on July 1978, has been extended indef- 
initely. The result has been to increase 
materially the magnitude of the credit 
and because of its potentially greater 
effect on earnings, the Company re- 
examined its practice and concluded 
that it should adopt the policy of recog- 
nizing the investment tax credit only 
when claimed for tax purposes. This 
change will make the Company’s finan- 
cial results more readily comparable with 
the majority of Canadian corporations. 


Dividends 


Dividends declared on preferred shares 
amounted to $15.4 million in 1979 com- 
pared with $11.5 million in 1978. The 
increase reflects the effect of higher 
bank prime interest rates that prevailed 
during 1979 plus the additional ‘‘B’’ 
series preferred shares which were 
issued October 3, 1979. 


At their December meeting, the Board of 
Directors declared a dividend of 45 cents 
per convertible share, payable February 
1, 1980 together with an extra dividend 
of 20 cents a share payable at the same 
time. This extra declaration is an increase 
of 10 cents per share over the extra de- 
clared in 1978. It brings the total dividend 
declared for 1979 to $2.00 per con- 
vertible share, or $49.4 million in aggre- 
gate compared with $1.75 per share and 
$43.2 million in 1978. (See Note 12 to 
the Financial Statements on page 28.) 


Financial position 


Capital structure 


At a special meeting September 28, 1979, 
your Directors approved a resolution 
creating 2,045,000 $1.94 Preferred 
Shares Series B with a par value of $25 
per share. These shares were placed 
privately in Canada and the first closing 
was October 3, 1979 for 1,324,000 
shares with an aggregate value of 
$33,100,000. The second closing took 
place February 1, 1980 for 721,000 
shares, with a value of $18,025,000. 
The aggregate proceeds of this issue, 
$51,125,000, will be used to finance 
capital expenditures and growth in oper- 
ations. (See Note 12 to the Financial 
Statements on page 28.) 


Capital investment 


Capital investment for manufacturing 
and mining facilities was $193.7 million 
in 1979 compared with $137.6 million 

in 1978. Expenditures on the Lake Erie 
Development amounted to $136.3 million 
with the remaining $57.4 million being 
spent for environmental control, cost 
reduction, growth and market retention 
projects at the other plants of the 
Company. 


During the year capital appropriations 
approved by the Board of Directors 
amounted to $140.9 million including 
$74.5 million previously approved in 
principle for the Lake Erie Development. 
At the year-end $770 million remained 
to be spent on approved capital projects. 
(See Note 7 to the Financial Statements 
on page 27.) 


Intercorporate investments 


Long-term intercorporate investments 
amounted to $77.1 million at December 
31, 1979, an increase of $13.8 million 
during the year. The bulk of this increase 
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Hilton Works: Widely regarded as one of billets and slabs, to serve many major wise from top left: Phillip J. May mans the 
the most efficient steelmaking operations Canadian industries. Equipment at Hilton operating pulpit at the wire rod mill; Al 

in the world, Hilton Works in Hamilton is Works has been constantly updated to meet Upson drosses the zinc pot at one of the 
the keystone of Stelco’s operations. The new market needs. During 1979 no less three galvanizing lines; bar mill operation; 
rolling mills at Hilton Works manufacture a than 22 production records were set in aerial view of No. 2 unloading dock. 


wide variety of steel products, from blooms, various departments. Illustrations, clock- 


VU TT 


ese 


| 


‘=a = w 


page 5 
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was accounted for by a further invest- 
ment in Baycoat Limited and the Tilden 
and Eveleth iron ore expansion projects. 


Working capital 

The Company’s working capital position 
increased to $617.1 million from the re- 
stated $593.6 million at the end of 1978. 
The inflow from current operations to- 
gether with the proceeds from the first 
closing on the Preferred Shares Series B 
issue totalled $298.9 million and ex- 
ceeded the outflow for capital expendi- 
tures, dividends and retirement of long- 
term debt by $23.5 million. 


Cash and short-term investments de- 
creased to $32.3 million at year-end, a 
reduction of $153.1 million over the year. 


Accounts receivable increased to $284.6 
million from $239.1 million a year ago 
mainly as a result of the higher sales 
level and the general impact of inflation. 


page 6 


Return on Sales 


per cent 
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Return on Shareholders’ Equity 


per cent 
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Inventories increased by $145.0 million 
to $614.1 million at December 31, 1979 
because of higher sales levels, the effect 
of inflation, and the need to stock ore 
and coke at the Lake Erie Development 
in anticipation of its start-up. 


Accounts payable rose slightly by $8.0 
million during the year to a total of 
$248.8 million at December 31, 1979. 


The year-end liability for income and 
other taxes of $43.1 million remained 
relatively unchanged from the previous 
year’s provision. 


The December 31, 1979 ratio of current 
assets to current liabilities at 2.9 to 1 
was down only marginally from the ratio 
of 3.0 to 1 at the end of 1978. 


Inflation 


As a result of continuing erosion of the 
dollar's purchasing power, the measure 
of the Company’s financial position, 
using historical values, tends to be dis- 
torted. Within the business community 
and the accounting profession there is 
considerable debate as to the appro- 
priate method to reflect the impact of 
inflation in the financial statements. While 
to date there have been no Official rec- 
ommendations by the Canadian Insti- 
tute of Chartered Accountants, an expo- 
sure draft on Inflation Accounting has 
recently been issued. The Company will 
be studying this draft and considering 
its application to Stelco. In the United 
States the Federal Accounting Standards 
Board has issued Statement of Financial 
Accounting Standards No. 33 which 
requires large public corporations to 
supply supplementary data on inflation 
prepared on two separate bases. One 
basis is a ‘‘constant dollar’ reckoning 
in which the figures are computed in 
dollars of the same general purchasing 
power — i.e. adjustments are made to 
reflect changes in the Consumer Price 
Index. The other basis is a ‘‘current- 
cost’’ analysis, in which assets and ex- 
penses associated with the use or sale 
of the assets reflect ‘‘specific’’ price 
changes rather than the general inflation 
rate. 


In the Company’s view the introduction 
of two different bases of accounting for 
inflation will only serve to confuse the 
issue. For this reason the Company is, 
at this time, continuing with its practise 
of providing supplementary data on in- 
ventories and fixed assets. These are 
two areas of significant investment most 
likely to result in an overstatement of 
profit with further erosion of capital 
through taxation, when expressed in 
conventional accounting terms. 


It is estimated that Stelco’s investment in 
inventories, excluding any increase in 
volume, increased by $62 million due 

to inflation during 1979. The estimated 
depreciation charges, based on the re- 
production cost of the Company’s fixed 
assets, determined by applying Statistics 
Canada’s Implicit Price Indices for Non- 
Residential Construction and Machinery 
and Equipment, are estimated to exceed 
the reported 1979 depreciation expense, 
based on historical cost, by $45 million. 


Quebec operations: Stelco and its prede- 
cessors have been producing steel and 
steel products in Quebec since the 18th 
century. Several massive hydro-electric 
projects are particularly heavy users of 


a variety of Stelco’s products. The bar mill 
at McMaster Works (top photograph) had 
an extremely busy 1979, breaking all pre- 
vious production records. Lower right photo- 
graph depicts a general view of McMaster 
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Works with the pipe mill in the foreground, 
the steelmaking works in the left back- 
ground and the rolling mill to the extreme 
left. Lower left photograph: Notre Dame 
Works, Montreal. 


Shareholders 


At year-end there were 40,495 holders 
of convertible shares compared with 
38,147 at the end of 1978. Shareholders 
with Canadian addresses held approxi- 
mately 98% of the convertible shares 
outstanding. 


Marketing 


The early months of 1979 saw an ex- 
tremely strong demand for steel from all 
major industry groups in Canada. In late 
spring, however, there was a pronounced 
downturn in the demand from the auto- 
motive industry. Subsequently, steel 
orders from this important sector de- 
clined. Nevertheless, the market as a 
whole remained sufficiently buoyant to 
permit the loading of all of the Com- 
pany’s major rolling facilities at or close 
to capacity for the balance of the year. 


The value of the Canadian dollar versus 
the U.S. dollar continued to generate 
export opportunities for many of Stelco’s 
customers. Thus, with the exception of 
the automotive sector, the domestic mar- 
ket was extremely busy in 1979. Indeed, 
Stelco’s own export sales had to be cur- 
tailed somewhat in order to provide maxi- 
mum support for Canadian customers. 


As noted above, substantial steel pur- 

chases were made during the year to 

support commitments made to Stelco’s 
customers. 


Large diameter pipeline projects 
Stelco as a designated supplier of pipe 
for the Canadian portion of the Alaska 
Highway Gas Pipeline is continuing 
negotiations with Foothills Pipe Lines 
(Yukon) Ltd. The Company remains con- 
vinced that the basic economic advan- 
tage accruing to society in transporting 
energy from regions of excess supply to 
areas of high consumption ensures the 
success of this and other energy trans- 
portation projects. Technical expertise 
along with new and improved produc- 
tion facilities for large diameter pipe 
places Stelco in an advantageous posi- 
tion to meet the needs of this dynamic 
market. 
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Corporate Planning 


In June 1979, the Board of Directors 
gave approval in principle to a major 
new expansion program which will ex- 
tend over the next five to six years and 
is estimated to cost $365 million in cur- 
rent dollars. 


This program is the culmination of inten- 
sive planning activities initiated in Janu- 
ary of 1976. Based on a comprehensive 
examination of present and future mar- 
kets, a strategic plan and a facilities 
program to carry it out were developed. 
The plan takes into consideration the 
utilization of the initial and future output 
of raw steel from the Lake Erie Develop- 
ment. It is also designed to meet the 
need for new types of steel products 
which reflect the changing market and 
its emphasis on higher strength, larger 
coils and improved tolerances. 


While timing, particularly with respect to 
some of the flat rolled facilities, remains 
flexible, the main components of the 
program are: 


O 80" hot strip mill: Completion of the 
80’’ hot strip mill, together with skin roll- 
ing facilities, will result in a more com- 
plete on-site utilization of steelmaking 
Capacity now being installed at Lake 
Erie. The mill will have an initial annual 
capacity of approximately 1,200,000 tons 
and will be capable of providing Stelco’s 
customers with larger coil weights, and 
a wider range of hot rolled products. It 
will possess the high strength, low alloy 
capability demanded by the automotive 
industry and will incorporate a coilbox, 
the recent Stelco innovation in the field 
of hot strip rolling technology. This coil- 
box will effect a significant improvement 
in the dimensional and metallurgical uni- 
formity of steel strip, a significant de- 
crease in the capital cost of construction 
and major savings in power consumption. 


O Continuous steel galvanizing line: 
The line which will have an annual ca- 
pacity of 220,000 tons will be installed at 
Hilton Works. This will be Stelco’s fourth 
such installation and will be supported 
by expansion and modification of the 
80” cold mill and ancillary facilities. 


Sales 
Millions of Dollars 
2,000 - 
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O No. 1 bar mill: Modifications to the 
No. 1 bar mill involve the installation of 
a new billet reheat furnace, additional 
rolling mill stands, and additional shear- 
ing and coiling facilities. The revamp will 
increase the capacity of the mill and 

will enable it to produce large bar coil 
weights with less decarburization and 
improved size tolerance. There will be a 
net annual increase of 140,000 tons of 
coils in rod and bar dimensions achieved 
in part by rearrangement of products 
among the various mills. 


O Modification of the Company’s No. 3 
electrolytic tinning line: The rebuilding 
of this line at Hilton Works will permit the 
production of tin-free steel for use in the 
manufacture of food and beverage con- 
tainers. This product reduces the de- 
pendency on high cost imported tin and 
also simplifies recycling of used con- 
tainers, since it will no longer be neces- 
sary to de-tin the containers before 
melting them as scrap. 

O Expansion of the Company’s Finish- 
ing Works’ facilities: The installation of 
additional equipment for manufacturing 
bolts, nuts, cold drawn bars and of addi- 
tional facilities for cleaning and annealing 
steel rods will add materially to the 
capacity of the finishing works. 


Metric conversion 

The Company’s metric conversion activi- 
ties are on schedule and in phase with 
conversion of the Canadian steel indus- 
try. All our major products are now 
available in metric dimensions. 
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Western operations; 1979 was a notably 
busy year for Stelco’s Alberta facilities. The 
Edmonton Steel Works, for example, broke 
previous records by producing 244,500 tons 
of raw steel. Similarly impressive produc- 
tion records were set by other departments; 
both bar mill and grinding ball production 


was substantially greater in 1979 than in production line is operated by Gary Smith; 
any previous year. It is indicative of our view of Stelco Edmonton, Steel Works, 
times that the largest gain was in an looking north; first stage in the production 
energy-related steel product: sucker rods of large diameter line pipe by the ‘U’ and 
for oil wells. The illustrations, clockwise ‘O’ process at Camrose Works. 

from top left: Employee Randy Thomlinson 
inspects grinding balls; the cultivator shank 
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Raw Steel Produced 


Millions of Net Tons 


Raw materials 


Coal 

1979 was one of the better years for 
coal production. Labour interruptions 
were minimal and productivity improved 
at most properties. This situation can be 
attributed, in part, to reduced demand 
for coal which led to the closure of sev- 
eral coal mines and the consequent 


greater availability of experienced miners. 


Chisholm Mine: The large stockpile of 
coal at the Chisholm Mine at the end of 
1978, resulting from the railroad strike, 
was moved to Hamilton by mid-year. 
Since that time, shipments have kept 
pace with production. Development of 
the south side reserves continues on 
schedule with production from this area 
expected to start in 1980. 


Madison Mine: Total production and pro- 
ductivity per man were both much im- 
proved over previous years. The new 
refuse disposal area which was activated 


in mid-year has improved plant efficiency. 


Beckley Mine: Output at Beckley in- 
creased over earlier periods. The quan- 
tity of clean coal from this operation for 
1979 was at a record high level. 
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Olga Mine: A program of improvements 
to the preparation plant, as well as 
phased replacement of older mining 
equipment, has resulted in higher pro- 
duction and a better quality of product. 
Further improvement is anticipated for 
the future. 


Mathies Coal Company: Although pro- 
duction at Mathies continued to be 
adversely affected by difficult mining 
conditions, improvement in equipment 
reliability has been noted as a result of 
the hiring and training of suitable main- 
tenance personnel. Continued progress 
is forecast for next year. 


Expenditures on the Elk River property, 
preparatory to making application for 
various permits, continued at a minimum 
level. No decision has been made as to 
the date when development of this prop- 
erty will commence due to the reduced 
requirement for coal in the European 
and Japanese markets where the other 
participants in the project expect to mar- 
ket their share of the production. 


Iron ore 


Adequate supplies of iron ore were 
received in 1979. Although some minor 
tonnages were acquired under long-term 
contracts, the bulk of the iron ore came 
from ownership properties. No significant 
labour problems were experienced at 
any of the properties in which Stelco 
has an ownership interest. More than 
400,000 tons of iron ore were shipped 
to the Lake Erie plant in 1979 in readi- 
ness for the start-up of the blast furnace. 


The Griffith Mine: Operations continued 
at capacity levels during the year al- 
though some tonnage was lost as a re- 
sult of problems with the electric motors 
driving air supply blowers for the shaft 
furnaces. A dredging program to permit 
extraction of more high grade ore from 
the south pit was carried out during the 
year. 


The Griffith Mine direct reduction kiln did 
not operate in 1979 because the decline 
in scrap prices in the second half of the 
year made direct reduced pellets un- 
competitive. The Company continues to 
monitor the price of scrap to determine 
when it will be appropriate to operate 
this facility as an alternative source of 
raw material for electric steelmaking 
operations at Edmonton and Contrecoeur. 


Erie Mining Company: Due to reduced 
requirements of some of the owners for 
iron ore, operations remained below 
capacity during 1979 although at a some- 
what higher level than in the previous 
year. 


Hibbing Taconite Company: The expan- 
sion of Hibbing Taconite from 5.4 to 8.1 
million tons of pellets per year was com- 
pleted by mid-1979. As Stelco elected 
not to participate in this expansion, its 
share of the total project declined to 
6.7% from the 10% previously owned. 
During the year production was hampered 
by problems with the large gears that 
drive the autogenous mills. 


Eveleth Mines: Start-up problems were 
largely overcome in 1979 and production 
rates are approaching planned levels 
although operating costs are still 
unsatisfactory. 


Tilden Mine: Production achieved a satis- 
factory level in 1979 and costs continue 
to improve. The expansion to 8 million 
tons of pellets per year in which Stelco 
participated was completed and came on 
stream in November 1979. 


Limestone and lime 


Chemical Lime Works operated at a 
satisfactory level during the year and 
lime in excess of the Company’s needs 
was sold on the open market. 


Operations 


Steelmaking 


During the year steel production at Hilton 
Works was Curtailed when three of the 
Company’s four blast furnaces were 
down for varying periods of time. ‘D’ 
furnace was shut down for one week 
due to refractory failure in one section 
of the furnace, ‘B’ furnace was out of 
service for approximately one month as 
a result of the failure of a water cooled 
casting, and ‘C’ furnace underwent a full 
sixty day reline. Although these outages 
were unscheduled, in the case of ‘C’ 
furnace it was not unexpected as its 
production campaign had been extended 
with the hope of deferring the reline until 
the start-up of the blast furnace at the 
Lake Erie Development. In spite of the 
problems experienced in 1979, Stelco’s 
blast furnaces rank among the most 
efficient producers in North America. 


Many-faceted operations: The range of 
Stelco’s products is truly impressive. Some 
examples are illustrated. Top left, the semi- 
automatic continuous rod annealing opera- 
tion at Burlington Works, one of the most 


modern in North America. Centre left, 
shows Bill Stokes feeding rod for wire- 
drawing at Parkdale Works, Hamilton. At 
Frost Works (bottom left) Gennaro Politano 
is moving some of the record tonnage of 
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welded wire fabric produced in 1979. Right- 
hand photograph depicts Telesphore Pilon 
operating the 125 ton trim press at Gana- 
noque Works. 


page 11 


With steel production curtailed by the 
shortage of hot metal, it was necessary 
to purchase steel to Support capacity 
operations in the various rolling mills 
during 1979. The outlook for the supply 
of hot metal in 1980 is more favourable 
as there are no blast furnaces scheduled 
for reline at Hilton Works and there will 
be additional capacity available after the 
start-up of the Lake Erie Development. 


On August 8, 1979, McMaster Works 
steel shop achieved the distinction of 
having produced one million tons of bil- 
lets since it commenced operation early 
in 1974. In addition, this steelmaking 
operation established an annual produc- 
tion record in spite of being interrupted 
by a major fire in the main electrical 
control room. The fire occurred on Oc- 
tober 6 and steelmaking operations were 
down for approximately eight weeks. 
Semi-finished steel was purchased to 
offset the lost production and maintain 
customer service. Losses from this fire 
were largely covered by insurance. 


During 1979, Edmonton Steel Works 
electric furnaces operated at near capa- 
city levels and established an annual 
production record. The newly installed 
auto hulk shredder commenced oper- 
ating in September and is providing 
shredded scrap for the electric furnace, 
replacing higher priced imported 
material. 


Rolling Mills 

Hilton Works launched a concentrated 
effort on yield improvement under the 
coordination of the newly created posi- 
tion of Superintendent, Yield Control. 
The efforts of Metallurgical and Operat- 
ing groups resulted in significant im- 
provements in yields in both steelmaking 
and rolling mill operations. 


Strong demand for steel permitted the 
Company to operate all its major rolling 
facilities at or close to capacity levels 
throughout the year. The 12-10” mill, 
which celebrated fifty years of operation 
in 1979, established an annual tonnage 
record. Other mills which achieved an- 
nual production records are: at Hilton 
Works — No. 3 Bloom & Billet Mill, 56” 
Hot Strip Mill, No. 3 Pickle Line, 4-Stand 
Cold Mill, No. 2 Galvanizing Line, No. 2 
Rod Mill; at Edmonton Steel Works — 
Rolling Mill and Grinder Ball Mills. 
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During the year the Company’s Operat- 
ing and Service Departments at Hilton 
Works were called on to provide the 
nucleus for the initial labour force buildup 
at the Lake Erie Development. It is a 
tribute to the depth and training capa- 
bility of the personnel of these Depart- 
ments that they were able to meet this 
added challenge while Hilton Works was 
operating at capacity levels for extended 
periods of time. 


January 1979 saw the Spike Mill operat- 
ing in its new location. Initial start-up 
problems have been overcome and to- 
wards the end of the year the mill was 
close to meeting its planned output level. 


During the fourth quarter the Company 
completed changes to increase output 
on two of its three sheet galvanizing 
lines. 


At the year-end, preparation for the shut- 
down to revamp the 56”’ hot strip mill 
and install the coilbox was well under- 
way with the actual 20 day shutdown 
slated for March 1980. The annual out- 
put of this mill is expected to increase 
by 200,000 tons per year. 


Fabricating Works 


While nearly all the Fabricating Works 
operated at satisfactory levels for the 
first half of the year, those supplying 
products for the automotive industry 
experienced some business decline in 
the second half of the year. Fortunately 
domestic demand in other markets re- 
mained strong and partially offset this 
decline. 


Notre Dame Works bolt and nut opera- 
tions were at their highest level in many 
years as a result of a large order for 
tower bolts from Hydro-Quebec, and the 
replacement of imports in the domestic 
market. McMaster Pipe Mill and St. Henry 
Works, benefiting from increased de- 
mand for hollow structural sections and 
pipe, also exceeded their recent rates of 
output. 


Both Swansea and Brantford Works 
were at capacity for the first seven 
months when some softening in automo- 
tive demand forced a moderate cutback 
in Operations. 


Gananoque Works has made consider- 
able progress in utilizing the new press 
forge despite a severe production cut- 
back in July and August. This cutback 
was caused by the drop in automotive 
demand and by strikes at the plants of. 
two major customers. 


Canada Works West Mill and Parkdale 
Works experienced capacity operations 
for the first eight months with only a 
slight reduction in activity over the re- 
mainder of the year. Canada Works East 
Mill experienced a dramatic improvement 
in volume and performance in the first 
half of the year but was adversely af- 
fected by the automotive downturn in 
September. 


Canadian Drawn Works operated at near 
capacity levels and your Directors ap- 
proved a new Schumag continuous cold 
drawing unit in September. This repre- 
sents the first major expansion at Cana- 
dian Drawn in several years. 


As part of the major expansion program 
noted on page 8 under Corporate Plan- 
ning, expansion plans for plants produc- 
ing fastener products included five new 
cold headers (three at Brantford Works 
and two at Canada Works East Mill) 
plus additional heat treating capacity at 
Brantford Works. These projects were 
approved by your Directors in Septem- 
ber. Further expansion proposals call for 
more bolt makers and nut formers for 
Swansea Works and related cleaning 
and annealing facilities at the continu- 
ous rod processing plant in Burlington. 


Both Page-Hersey Works and Frost 
Works experienced satisfactory levels 
of operation during the year as demand 
for tubular goods and fence products 
remained high. 


At Welland Tube Works, the original 
large diameter pipe mill operated at 
satisfactory levels during the year and 
achieved its highest level of output since 
1975. The expansion and modification 
of the new Stelform mill was virtually 
completed during the year and consider- 
able effort has gone into developing 
operating practices and training of per- 
sonnel, in anticipation of orders for Arctic 
grades of large diameter pipe. 


Pipe production: Energy problems will 
lead to a strong demand for steel line 
pipe in the ’eighties. Stelco is particularly 
well equipped to meet this challenge, 
possessing the widest range of pipe- 
making equipment in Canada. Illustrated 


are (top), the continuousweld pipe facility 

at Page-Hersey Works, Welland. Lower left, 
the recently installed line pipe expander at 
the Stelform spiralweld pipe mill at Welland 
Tube Works. Lower right illustration depicts 
the production of Hollow Structural Sections 
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at Welland. HSS, in square, rectangular 
and round form, are finding increasingly 
wide use, particularly in construction. In 
1979 Stelco recorded its highest-ever 
production of this product. 
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Employees’ Average Weekly Earnings 
Dollars per Week 
450- 


300- 


Demand at Camrose Works was at a 
relatively low level. The large mill, which 
makes pipe up to 42” in diameter, was 
shut down in the fourth quarter to com- 
plete modifications to equipment, which 
will enable the production of heavier wall 
pipe. 


Edmonton Finishing Works operated at 
record levels during the year. Stelco 
Fabricators experienced a sharp upturn 
in business in late August after a fairly 
slow first half. 


Transportation 


Transportation plays a vital role in the 
steel industry where the quantity of ma- 
terial handled is enormous. In addition to 
the 4.6 million tons of finished steel which 
Stelco shipped in 1979, approximately 
10.5 million tons of raw materials (coal, 
ore, limestone and scrap), were moved 
by water, rail and road. Adding the 
substantial quantities of by-products, 
manufacturing supplies, and interplant 
transfers total materials moved during 
the year were close to 17.5 million tons. 


Convenient access to water, rail and 
highway transport is a most important 
factor in steel plant site selection. 
Stelco’s existing major steel plant at 
Hilton Works, and its new facility at Lake 
Erie, are ideally located in this regard. 


Planning for transportation needs at the 


Lake Erie Development accelerated dur- 
ing 1979 as this facility approached 
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Employees’ Earnings /Consumer Price Index 
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start-up. The transportation infrastructure 
and operating plans were virtually com- 
plete at year-end, ready to support the 
production levels planned for this major 
development when it comes on stream 
in 1980. 


Associated companies 


Baycoat Limited 
During 1979, Baycoat, of which Stelco 
owns 50%, produced at full capacity. 


An increase in demand from the com- 
mercial and industrial construction in- 
dustry enabled the company to set a 
record for coating products despite a 
drop in demand during the latter part of 
the year for weldable corrosion-resistant 
material for automobile manufacturers. 


A fourth coating line capable of painting 
20-ton coils of 66’ wide strip was 
successfully started up by the end of the 
year. 


Canada Systems Group Limited 


C.S.G.’s sales volume continued to im- 
prove during 1979. With the acquisition 
of Multiple Access Computer Group 
during the year, C.S.G. became the 
largest data processing service company 
in Canada. 


Stelco has a one-third equity interest in 
this company. 


Fers et Métaux Recyclés Ltée. 


Stelco has a 50% interest in this ferrous 
and non-ferrous scrap metal operation 
located in LaPrairie, Quebec. The com- 
pany processes ferrous scrap for use in 
Stelco’s electric steelmaking plant at 
Contrecoeur, Quebec. Both the ferrous 
and non-ferrous reclamation units oper- 
ated at capacity during 1979. 


Torcad Limited 


This company in which Stelco has a 50% 
interest had another excellent year in 
1979 due, in part, to greater diversifica- 
tion in its order pattern which mitigated 
the impact of the cutbacks in automo- 
tive business. The expansion plans 
referred to in the 1978 Annual Report 
were completed. The new zinc plating 
machine was installed and placed in 
operation in the fourth quarter of 1979. 
This is the largest zinc barrel-plating 
machine in Canada and is capable of 
handling volume production of a multi- 
plicity of product sizes and shapes. It 
has effectively doubled the zinc plating 
capacity of Torcad giving the company 
the ability to participate further in the 
growing plating market. 


Employee relations 


Collective bargaining 


New three-year collective agreements 
were negotiated with the unions repre- 
senting hourly-rated employees at Cam- 
rose Works, Chemical Lime Works and 
Stelco Fabricators. 


Upward wage and benefit adjustments 
were made on anniversary dates in ac- 
cordance with the second-year provi- 
sions of the Hilton and Finishing Works’ 
current 3-year collective agreements. 
Adjustments were also implemented for 
salaried employees. 


Health and safety 


The increased government involvement 
in the field of occupational health and 
safety that has become apparent during 
the past several years continued through- 
out 1979. New government initiatives in 
the areas of increased surveillance of 
work environment, identification of in- 
dustrial hazards and environmental 
monitoring have not unduly affected 
the Company since many of the newly 
legislated standards have been in effect 
at Stelco for many years. 


Fasteners from Stelco: The manufacturing 
of bolts and screws is an important part of 
the Company’s operations, for example, 
Canada Works East Mill alone produced 
more than 1 billion screws in 1979. It is 
noteworthy that Stelco is one of the major 


suppliers of fasteners to the quality- 
conscious automotive industry. At Swansea 
Works in Toronto (upper and centre right) 
previous production records were broken 
during 1979 in spite of the second half 
slow-down in the automotive industry. 
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Brantford Works (lower right) is also an 
important source of Stelco fasteners. Left- 
hand illustration depicts Roger Poirier 
setting up a cold-heading machine at 
Brantford Works. 
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There was a continuing reduction in 
both accident frequency and severity 
during 1979 and every effort is being 
made to maintain and improve upon this 
performance. 


Human resources 


Continued attention was directed to the 
development of human resources in the 
Company throughout the year, based 
upon the objective of having the right 
people in the right place at the right 
time. Human resource potential was 
again the subject of a detailed report 
made by the Chairman and the President 
to the Board of Directors. Committees 
have been set up within the various divi- 
sions of the Company to ensure opti- 
mum utilization of human resources and 
the development of appropriate training 
programs. 


The work force for the Lake Erie Devel- 
opment is being assembled in prepara- 
tion for the start-up of that facility in the 
spring of 1980. Despite some difficulty 
in obtaining certain skilled tradesmen 
such as machinists and instrument tech- 
nicians, approximately 600 employees, 
mainly maintenance and service per- 
sonnel, were on site by year-end. Ex- 
tensive training programs for trade and 
craft, assigned maintenance and super- 
visory personnel are underway. Local 
8782, United Steelworkers of America, 
has been recognized by the Company 
as the bargaining agent for hourly-rated 
employees at Lake Erie. 


Francization 


In the Province of Quebec the Company, 
in compliance with The Charter of the 
French Language, submitted its linguistic 
analysis early in 1979 to L’Office de la 
Langue Frangaise, the provincial govern- 
ment agency responsible for adminis- 
tering the Act. An official francization 
program was submitted to this agency 

in October. 


Public affairs 


Additional emphasis was placed on em- 
ployee publications during the year. This 
permitted significant improvements to be 
made to the format and content of the 
corporate employee publication, ‘‘Stelco 
Flashes’’. A reasonable level of media 
and community visibility and a positive 
projection of Stelco’s viewpoint on in- 
dustry, local and national issues was 
maintained. 
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Employment Costs 1979 1978 
Dollars in thousands 
Wages and Salaries For time worked $492,963 $428,335 
For vacations and statutory holidays 41,329 36,216 
$534,292 $464,551 
Supplementary Pensions $ 51,595 $ 46,176 
Employment Costs Group insurance plans and other benefits 37,035 30,431 
Unemployment insurance and workmen's 
compensation 18,661 AGeme 
$107,291 $ 94,479 
Total Employment Costs $641,583 $559,030 
Average Number of Employees 25,032 23,712 
Employee Benefits Number of pensioners at year end 4,790 4,438 
Pensions paid during the year $ 19,756 S$ 18,167 
Life insurance in force at year end $639,711 $634,267 
Death benefits paid during the year $ 3,102 $ 2,417 


Technology 


Stelco’s position of leadership in the 
industry reflects its awareness of new 
developments and selective application 
of technology. Research personnel and 
other technical staff continue to develop 
or adapt new techniques to produce 
quality products at the lowest possible 
cost. Existing facilities are also reviewed 
to determine how production can be in- 
creased or streamlined without adversely 
affecting operating costs or product 
quality. As new or improved steel prod- 
ucts are developed, facilities are modi- 
fied to accommodate their production. 


The following are some of the past year’s 
technological highlights: 

O The previously introduced ingot mold 
improvement program continued to 
produce excellent returns. The chemi- 
cal composition of several types of 
mold caps and stools was modified to 
reduce cracking, resulting in appre- 
ciable cost savings. Mold costs were 
further substantially reduced by the 
introduction of a computerized mold 
inventory system. This system can 
quickly pinpoint adverse trends in mold 
performance, enabling corrective action 
to be taken much sooner than was pre- 
viously possible. 


O Development work on improved lances 
for blowing oxygen into the open hearth 
and BOF steelmaking furnaces continued. 


Modified nozzle designs and, in the open 
hearths, a new lance positioning device, 
resulted in improved lance life and bet- 
ter oxygen utilization. 


0 A technique for improving the quality 
of continuously cast billets was per- 
fected. Much cleaner billets can now be 
produced, enabling the resulting rolled 
products to be sold in the special bar 
quality markets. 


O A ‘cassette’ slide gate nozzle system, 
suitable for use on smaller size ladles, 
was developed. This cassette system 
more than doubles nozzle life and makes 
possible decreased preheating costs 
because of the faster ladle turnaround 
times. 


O An optical/electronic scanning system 
for measuring the thickness of bar prod- 
ucts during rolling was perfected. This 
system permits mill operators to make 
immediate thickness adjustments if and 
when they are required, thereby meeting 
the increasingly stringent thickness 
specifications. 


O A new method for cooling wire during 
the multi-stage drawing process was 
developed. The new cooling system, par- 
ticularly useful for high-carbon wire, 
permits substantial increases in drawing 
speeds while maintaining or improving 
the desired mechanical properties of 

the wire. 


Lake Erie Development: The largest green 
field venture in the history of Canadian 
steelmaking is nearing completion. Illus- 
trated, clockwise from upper left: in the 
machine shop the operator training period 
was utilized to do some useful maintenance 
work for Hilton Works. Testing of equip- 
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ment and systems is the order of the day. 
For example (top right) a dummy bar is 
about to pass into the continuous slab 
casting mold where it acts as a dam for 
molten steel. Next, the ladle turret system 
is checked with the tundish in position over 
the slab casting unit. During the summer 


months the H. M. Griffith was the first ship 
to dock at LED. Lower centre illustration 
shows the coke oven battery under con- 
struction. General view shows coke and 
iron ore stocks, coke oven battery, blast 
furnace, far left, and steelmaking complex, 
right background. 


O An automatic plate scanning and posi- 
tioning system was developed and in- 
stalled at the Stelform Pipe Mill. The 
system uses a programmable logic con- 
troller to locate each plate in the optimal 
position for milling of the edges, prior to 
welding. This application of microcom- 
puter technology permits a 25% increase 
in the output of milled plates. 


O The original charging fume exhaust 
system of the Hilton Works BOF Shop, 
an extremely demanding application of 
high-temperature design and materials, 
failed in service. Stelco solved the prob- 
lem with highly sophisticated computer 
analysis and, in the process, developed 
an original duct design applicable to 
most hot gas exhaust systems. This new 
design, which is being reviewed for 
patent application, has been incorporated 
into the rebuilt system. 


Many technological developments have 
commercial application beyond Stelco’s 
own use and the Company’s Technical 
Services Department attempts to develop 
and market such items. An example of 
this successful marketing is Stelco’s 
patented coilbox technology which was 
first installed at the hot strip mill of John 
Lysaght (Australia) Ltd. This successful 
installation has been viewed by potential 
users from around the world. 


In view of the high level of interest in the 
coilbox technology, Stelco has licensed 
mill builders in Canada, U.S.A., Germany, 
France and the U K., to manufacture the 
equipment and offer it for sale through- 
out the world. 


One Canadian and one European steel 
producer have now purchased the right 
to use this technology and we expect 
other companies to follow suit in the 
near future. 


The installation of the coilbox in the 
Company’s 56” mill in 1980 will further 
assist marketing activities and the plan- 
ned construction of an 80’ mill at Lake 
Erie utilizing a coilbox and only four 
finishing stands will be another first for 
Stelco in the field of hot strip technology. 
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Environmental control 


The installation and improvement in en- 
vironmental control equipment continued 
in 1979. At Hilton Works the second 
phase of the East Side Filtration Plant 
was put into operation and facilities were 
installed to transfer waste water from the 
sinter plant, ‘‘E’’ blast furnace and cer- 
tain coke oven facilities to this filtration 
plant. An experimental fume collection 
hood was installed on ‘‘C’’ blast furnace 
cast house and improvements to the 
secondary fume collection system at the 
BOF shop were completed. 


At the 20” mill major revisions to the 
foundation of the tie plate press were 
carried out and isolating springs were 
installed to ensure that vibrations are not 
carried into the neighbouring community. 


At Lake Erie, most of the environmental 
control facilities have been installed and 
are being commissioned and tested in 
preparation for start-up in 1980. 


The Company’s industrial hygiene pro- 
gram was expanded during the year, with 
considerable progress made in screening 
of chemicals, the use of personal pro- 
tection devices and the control of work- 
place conditions. Examples of the latter 
include a dedusting system for #1 coal 
handling system leading to a baghouse 
cleaning device and the provision of 
specially filtered air to machinery cabs 
in high exposure areas. 


The trend to new and expanded regula- 
tion continues. Ontario’s Health and 
Safety Act has been enacted and in 
Quebec a similar act is under considera- 
tion. The Ontario Environmental Protec- 
tion Act has been amended so as to 
impose very onerous obligations in re- 
spect of accidental spills of materials 
that damage the environment, not only 
on the person having actual control of 
the material, but also on its owner. The 
Federal Government has issued new 
guidelines for metal finishing plants 
under the Fisheries Act. 


Lake Erie Development 


1979 was a year of significant accom- 
plishment in the construction of the 
Lake Erie Development. A high level of 
construction activity was maintained 
throughout the year with the construc- 
tion labour force rising to about 1400 
persons during the fall. Time and cost 
schedules were maintained so that pro- 
duction of steel slabs from the new plant 
can take place in the first half of 1980. 
The production of coke at L.E.D., how- 
ever, will not be required before 1981, 
since the new plant will be started up 
using stockpiled coke produced at Hilton 
Works. 


During the year, a number of lake freight- 
ers Carrying iron ore pellets were un- 
loaded at the new L.E.D. dock. All the 
raw material handling and storage facili- 
ties from the dock hopper through to the 
blast furnace stockhouse were success- 
fully commissioned. In addition to the 
completion of a number of the first stage 
facilities at the Lake Erie Development, 
work was resumed on the hot strip mill 
project. 


Project status at year end 

O Cokemaking: During the year, good 
progress was made on the installation of 
cokemaking facilities. Most of the work 
was centered on the installation of foun- 
dations for equipment in the coke and 
coal handling area, the coke oven bat- 
tery itself, and the by-product plant areas. 


A start was made on the installation of 
refractories for the coke oven battery. 
The largest components in the by- 
products area, such as the primary 
coolers, were installed during the year. 
In addition, the electrical substations 
were completed in the area and inter- 
connecting cabling was installed. 


0 lronmaking: The blast furnace and its 
associated facilities were nearly com- 
plete at year end. Work has been con- 
centrated on the commissioning of the 
various facilities including the furnace 
filling system, the stoves, and the cast 
house equipment. The pig casting ma- 
chine was successfully tested using 
molten iron transported from Hilton 
Works. 


Both boilers within the central power 
station were successfully operated during 
the year. In the fall, steam from these 
boilers was used to test the large turbine 
driven equipment in both the ironmaking 
and steelmaking areas of the plant. 


O Steelmaking: Equipment installations 
were virtually complete by year-end in 
all areas of the steelmaking complex. 
The assembly of the two strands of slab 
casting equipment was completed and 
aligned ready for operating trials. 


The secondary ventilation system, which 
will collect dust and fumes from above 
the steelmaking vessels, was complete, 
as was its associated bag-house. 


Commissioning of the equipment within 
the major pumphouse was well advanced 
at year-end. 


O Services: During the year, the medical 
and industrial relations building for the 
plant was opened. In addition, the pri- 
mary chemical laboratory and the fire 
hall were completed. Changehouse fa- 
cilities for the growing number of oper- 
ating people were opened as required. 


The blowdown water treatment plant was 
finished during the year and trials were 
undertaken to prove the ability of this 
facility to treat all process water used 

in the plant. 


O Industrial Park: In the Industrial Park, 
good progress was made on the oxygen 
plant which will supply oxygen to the 
Company’s L.E.D. steelmaking. To date, 
industrial buildings with more than 48,000 
square feet of floor space have been 
constructed in the Park and plans have 
been approved for construction in 1980 
and 1981 of buildings with an additional 
74,000 square feet of floor space. 


President and 
Chief Operating Officer 


Toronto, Canada 
February 13, 1980 


Coilbox for Hilton Works: Widely considered 
one of the most significant rolling mill 
developments in recent years, the Stelco- 
invented coilbox will soon be in operation 
at Hilton Works. The device coils the steel 
strip between the roughing and finishing 
stands of a hot strip mill thus avoiding 
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excessive heat loss. It facilitates the pro- 
duction of wide, light gauge products using 
less power in remarkably short — hence, 
economical — mills. The example illustrated 
is the first commercial installation in the 
world, now operating at the new John 
Lysaght (Australia) Ltd. plant in Australia. 


page 19 


Energy 


Stelco’s energy efficiency report 


Energy Consumption by Fuels 


Hilton Works 


Rapid escalation in the price of petro- 
leum and other fuels has brought the 
matter of energy conservation forcefully 
to the attention of all Canadians. At 
Stelco, however, because energy costs 
have always been a significant portion of 
total expenditures, interest in the eco- 
nomic use of energy goes back to the 
Company's early days. 


Stelco’s early accomplishments 
in energy conservation 


O In 1916, six years after the formation 
of the Company, Stelco installed waste 
heat boilers on two of its furnaces at 
the old No. 2 open hearth steelmaking 
shop to generate steam from heat that 
was previously wasted. 

O In 1928, Stelco became the first com- 
pany in North America to collect, clean, 
and recycle blast furnace gas as a fuel. 
Previously this gas, a by-product of iron- 
making, was flared and wasted. This 
improvement resulted in substantial 
energy savings and was a major step 
forward in environmental control. 


O Between 1963 and 1972, Stelco in- 
stalled waste heat boilers at No. 3 open 
hearth shop, the plate mill and the BOF 
shop. The steam generated in these 
boilers provides about 24% of Hilton 
Works’ total needs. 


O In 1963, following a five-year period 


during which Stelco pioneered the use 
of natural gas in steelmaking operations, 
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Finishing Works 


the Company perfected an automatic 
system of injecting natural gas to aug- 
ment the gaps in the Company produced 
by-product gas supply. This system 
allows the maximum use of by-product 
gas and minimizes the flaring of surges 
in Supply peaks. 


Stelco has pioneered a wide range of 
technologies aimed at increasing energy 
efficiency in the blast furnace. The list 
includes: 

O operation with 100% self-fluxed sinter 
(North American first); 


O operation with 100% pellets (Canadian 
first); 

0 low slag volume practice (world first); 
O natural gas injection (Canadian first); 
and 


O oxygen-enriched blast furnace wind 
(Canadian first). 


These and other improvements have dra- 
matically reduced energy consumption 
rates at the blast furnaces. Since 1970 
the average total fuel rate in Stelco’s 
blast furnaces has decreased by the 
equivalent of 70 lbs. of coke per ton of 
hot metal produced. 


In addition to the developments on the 
blast furnaces, Stelco pioneered the use 
of oxygen to raise the efficiency of steel- 
making, beginning in the mid-forties. 
Now all steelmaking operations at Hilton 
Works make extensive use of oxygen. 


Total Consumption 


What type of energy is consumed? 


The accompanying charts illustrate where 
energy is consumed and what the pre- 
dominant sources are. Hilton Works cur- 
rently accounts for 93% of the Company’s 
total energy needs and the Finishing 
Works for 7%. Coal and natural gas pro- 
vide the major source of energy at Hilton 
Works while natural gas and electricity 
dominate at the Finishing Works. 


How significant are energy costs 
to Stelco? 


O Energy costs represent about 20% of 
total manufacturing costs. 


O Since 1974 the energy cost per ton of 
steel produced has doubled. 


0 Stelco’s total energy bill in 1979 was 
approximately $300 million. 


Stelco’s recent accomplishment in 
energy conservation 


In March 1976, Stelco, acting jointly with 
other major Canadian steel producers, 
formed the Ferrous Industry Energy Re- 
search Association (FERA). This group 
initiated an energy conservation program 
for the steel industry and made a com- 
mitment to reduce the energy consumed 
in the production of a ton of raw steel 
by an average of 34% during the period 
1975 to 1980. This is an annual energy 
saving sufficient to heat 75,000 Ontario 
homes for one year. 


At Stelco, between 1975 and 1979, in- 
clusive, a total of three hundred and 
eighty-five conservation projects were 
implemented. The cumulative savings 
from these measures represents a 442% 
reduction in energy costs over the base 
year of 1974. 


Some notable conservation measures 
implemented by the Company over the 
past five years include: 

O A major saving (sufficient to heat 
8,000 Ontario households for a year) 
was achieved at the blast furnaces when 
the injection of steam into the hot blast 
main to control hot blast moisture was 
discontinued. The total fuel rate required 
per ton of hot metal has been signifi- 
cantly decreased. 

O Insulation was installed on the cold 
blast main of ‘E’ furnace to conserve the 
heat of compression. This effectively 
saved 132 billion BTU’s annually, suffi- 
cient to heat 900 Ontario households for 
a year. 


O Steam consumption was reduced in 
the cold mill by using spent scrubber 
water to preheat city water used for the 
cleaning line. 

O The hot strip mill saved 11% on its 
fuel requirement by improving the design 
of furnace burners, upgrading the fur- 
nace combustion systems and providing 
special training for operating personnel. 
O At Parkdale Works, a common cross- 
tie supply line has eliminated the need 
to run one of the smaller nitrogen 
generators. 

0 At McMaster Works, the use of dis- 
posable insulating lining in the tundishes 
has eliminated the necessity of preheat- 


ing the tundish refractory prior to casting. 


How did the energy savings come 
about? 


In the summer of 1976 the Company 
took a two-stage approach to energy 
conservation consisting of the adoption 
of a formal corporate energy policy and 
the creation of a Corporate Energy Task 


Group. The Energy Task Group was 
charged with the responsibility of moni- 
toring the corporate energy policy which 
states that: 


‘‘Stelco will continue voluntarily to 
foster an extensive energy con- 
servation program. Energy conserva- 
tion is put on an equal footing with 
other operating activities.”’ 


The Corporate Energy Task Group eval- 
uates new technologies, defines specific 
energy conservation programs, and is 
responsible for initiating and coordinating 
actions concerning energy usage. Line 
management then has the responsibility 
for implementing the energy conser- 
vation program and assuring maximum 
participation on the part of all employees. 


Other factors which contributed to the 
success of the program include: 


0 More detailed monthly reports of energy 
consumption per unit of output were 
made available to each operating 
department. 


0 Training and orientation programs 
were conducted on combustion control 
designed to reduce fuel consumption in 
the process furnaces. 


Significant energy savings such as those 
noted above were only achieved through 
the cooperation and wholehearted par- 
ticipation of all employees. Many ideas 
originating with employees have been 
implemented, resulting in substantial 
energy and cost savings. 


Future plans for energy conservation 


Stelco’s Lake Erie Development incorpo- 
rates the latest in energy saving tech- 
nology, such as continuous casting, hot 
metal desulphurization, injection of coke 
oven gas in the blast furnace and insula- 
tion of the steel walls of buildings. Among 
other features will be a central fuel mon- 
itoring system designed to perform trend 
analysis on the consumption of purchased 
fuels. This will allow the, operator to 
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switch fuels and cut down on the flaring 
of blast furnace and coke oven gas (after 
the coke ovens are installed in 1981). 


The Company is now working on its 
energy conservation program for the 
1980's. The Corporate Energy Task 
Group is studying potential future energy 
saving opportunities. Once the program 
is finalized it will be incorporated into 
the FERA program and become part of 
the industry objective for the period 
1980 10 1985. 


In Summary 


The outlook for adequate supplies of 
energy remains uncertain for many in- 
dustrialized countries of the world. For- 
tunately, the situation in Canada is more 
promising. While there may be some 
energy shortages in the near-term, in 
the longer-term Canadian energy self- 
sufficiency appears to be an attainable 
goal. Two positive and necessary steps 
toward achieving this objective would be 
as follows: 

Oto allow Canadian prices for oil and 
gas to increase to higher levels, provided 
that the profits accruing from these 
higher prices are redeployed to find and 
develop new energy sources. 


O to ensure that the existing supplies of 
energy are used efficiently. 


Stelco, as a major consumer of energy, 
is aware of its continuing obligation to 
conserve energy whenever possible. 


As the Company faces the challenge of 
the future, Stelco’s commitment to energy 
conservation continues, bolstered by 
more than 60 years of experience in 
implementing and practicing energy con- 
servation measures. 
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The Steel Company of Canada, Limited 


Consolidated Statement of Income and Retained Earnings 


Years ended December 31 
(Thousands of Dollars) 


1979 1978 
(Restated) 
Revenue 
Sales $2,091,213 $1,775,663 
Equity in net income of corporate joint ventures and partnerships 9,420 4,210 
Income from short-term investments 12,734 153259 
2,113,367 1,799,132 
Expense 
Cost of sales, exclusive of the following items 1,675,623 1,439,633 
Administrative and selling 98,703 88,531 
Research and development 7,017 631o 
Depreciation 60,496 56,723 
Interest on long-term debt 52,468 52,490 
Other interest 188 188 
Income taxes (Note 2) — current 11,721 16,264 
— deferred 50,259 23,012 
1,956,475 1,683,216 
Net Income for the Year (Note 2) 156,892 111,916 
(per convertible share: 1979 — $5.74, 1978 — $4.07) (Note 1) 
Retained Earnings at beginning of year 
As previously reported 813,201 747,747 
Adjustment of prior years’ income taxes (Note 2) (36,050) (27,750) 
As restated 777,151 719,997 
934,043 831,913 
Dividends (Note 12) 64,852 54,762 
Expenses relating to issue of preferred shares 106 = 
(after deducting income taxes of $101) 
Retained Earnings at end of year $ 869,085 ey of A de 3) 
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The Steel Company of Canada, Limited 


Consolidated Statement of Financial Position 


At December 31 
(Thousands of Dollars) 
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1979 1978 
(Restated) 
Current Assets 
Cash . $ 4,466 $ 32,285 
Short-term investments, at cost (approximates market value) 27,840 153,126 
Accounts receivable 284,579 239,059 
Inventories (Note 3) 614,138 469,159 
Prepaid expenses 3,798 4,536 
934,821 898,165 
Current Liabilities 
Accounts payable and accrued 248,794 240,823 
Income and other taxes 43,130 44,718 
Dividends payable 20,757 16,733 
Long-term debt due within one year 5,011 2,306 
317,692 304,580 
Working Capital 617,129 593,585 
Other Assets 
Long-term intercorporate investments (Note 4) 77,141 63,327 
Fixed assets, less accumulated depreciation (Note 5) 1,397,378 1,265,656 
Unamortized long-term debt issue expense 5,657 6,051 
1,480,176 1,335,034 
Total Investment 2,097,305 1,928,619 
Other Liabilities 
Long-term debt (Note 6) 490,394 496,900 
Deferred income taxes 364,197 314,039 
854,591 810,939 
Shareholders’ Equity $1,242,714 $1,117,680 
Derived from: 
Capital Stock (Note 12) 
9,324,000 Preferred Shares (1978 — 8,000,000) $ 233,100 $ 200,000 
24,713,099 Convertible Shares (1978 — 24,713,099) 140,529 140,529 
Retained Earnings 869,085 (Maa tey| 
$1,242,714 $1,117,680 
On behalf of the Board: VALCO 
Director Director 
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The Steel Company of Canada, Limited 


Consolidated Statement of Changes in Financial Position 


Years ended December 31 
(Thousands of Dollars) 


1979 1978 
(Restated) 
Source of Working Capital 
Current operations 
Net income (Note 2) $ 156,892 $ 111,916 
Depreciation 60,496 56,/20 
Deferred income taxes 50,259 23,02 
Remitted (unremitted) equity income (3,537) 1,214 
264,110 192,865 
Net proceeds from issue of preferred shares 32,893 _ 
Issue of convertible shares — 193 
Other (net) 1,901 1,706 
298,904 194,764 
Disposition of Working Capital 
Expenditures for fixed assets 193,725 137,615 
Long-term intercorporate investments (net) 10,277 7,686 
Reduction of long-term debt 6,506 4,374 
Dividends (Note 12) 64,852 54,762 
275,360 204,437 
Increase (Decrease) in Working Capital 23,544 (9,673) 
Working Capital at beginning of year (Note 2) 593,585 603,258 
Working Capital at end of year $ 617,129 $ 593,585 
Changes in Working Capital 
Current Assets 
Cash $ (27,819) $ 5,848 
Short-term investments (125,286) (18,494) 
Accounts receivable 45,520 AST713 
Inventories 144,979 20,475 
Prepaid expenses (738) 92 
Increase in Current Assets 36,656 53,694 
Current Liabilities 
Accounts payable and accrued 7,971 42,503 
Income and other taxes (1,588) 19,256 
Dividends payable 4,024 72383 
Long-term debt due within one year 2,705 225 
Increase in Current Liabilities 13,112 63,367 
Working Capital Increase (Decrease) $ 23,544 $ (9,673) 
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The Steel Company of Canada, Limited 


Notes to Consolidated Financial Statements 
December 31, 1979 
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Summary of Significant Accounting Policies 

Principles of Consolidation The consolidated financial statements include the accounts of The Steel Company of Canada, 
Limited and its subsidiaries, all of which are wholly owned. Also included are the Company’s pro-rata portions of the assets, 
liabilities and expenses of its unincorporated joint ventures. (See Note 4, also see page 32 for listing of Subsidiary Com- 
panies and Unincorporated Joint Ventures.) 


Corporate joint ventures and partnerships, in all of which the Company has an interest of 50% or less, are accounted for 
by the equity method. (See Note 4, also see page 32 for listing of Corporate Joint Ventures and Partnerships.) 


Foreign Currencies Current assets and liabilities originating in foreign currencies are translated at year-end exchange 
rates. All other assets and liabilities originating in foreign currencies are translated at rates prevailing when the assets were 
acquired or the liabilities incurred. Income and expense items other than depreciation are translated at average rates pre- 
vailing during the year. The gains or losses resulting from these translations are reflected in the statement of income. 


Inventories Inventories are valued at the lowest of cost, replacement cost and net realizable value. 


Fixed Assets and Depreciation Fixed assets are recorded at historical cost and include construction in progress. Depre- 
Ciation is provided using the straight-line method applied to the cost of the assets at rates based on their estimated useful 
life and beginning from the point when production commences. Construction in progress, including depreciable assets of the 
Lake Erie Development, amounted to $776.3 million ($604.2 million at December 31, 1978) and to date no depreciation has 
been recorded on these items. The following depreciation rates are in effect: 


Buildings 2% to 5% 
Equipment 6 to 7%2% 
Automotive and mobile equipment 10 to 20% 
Raw material plants and properties 4% to 5% 


Research and Development Expenditures for research and development are expensed as incurred. 


Interest The interest cost of financing both working capital and capital expenditures, including the Lake Erie Development, 
is being expensed as incurred. 

Income Taxes Income taxes are provided on the tax allocation basis, and the resultant deferred income taxes are due 
principally to claiming depreciation for tax purposes in excess of straight-line depreciation. Investment tax credits are 
recorded by the “‘flow-through’’ method which recognizes such credits in the year in which they are claimed for tax pur- 
poses by a reduction of income taxes expense. (This is a change in policy, see Note 2 Income Taxes for the effect on net 
income.) 

Net Income Per Convertible Share Net income per convertible share has been computed on the basis of net income for 
the year, less dividends on the Preferred Shares, divided by the weighted average of total Class A and Class B Convertible 
Shares outstanding during the year. 


Income Taxes 

The Company has changed its policy of recording investment tax credits to the ‘‘flow-through’’ method (see Note 1). Pre- 
viously, investment tax credits were recorded in the year of the related capital expenditures by a reduction of income taxes 
expense. This change, initiated in the second quarter of 1979, has been applied retroactively resulting in the reduction in 
net income by $36.05 million in total for the years 1978 to 1975 inclusive as follows: 


Year Ended December 31 
(in thousands) 


1978 1977 1976 1975 

MIME ANI COMIC AaXCS inc ae 7 ha a ete torent Such emarle Me es Teron Qe Sei $ 951 $ (1,907) SS CEPAIES) $ — 
DElerRedainCOmenraxes: 2 660. ckecatehe ott aE he eee ers 7,349 10,207 9,025 6,150 
Reduction in Net Income and Increase in Income Taxes Expense ... $ 8,300 $ 8,300 $13,300 $ 6,150 
BOIG ONG OIG OIA Gia cek one coils aces, vom mela ine ohana neem aS a SS ges) San a4 $  .54 Si 25 


Revenue Canada has issued reassessments related to non-resident sales subsidiaries which would increase the Company’s 
income taxes for the years 1972 through 1976 and the basis for the reassessments could have application to subsequent 
years. Notices of Objection have been filed and representations on the matter are continuing. The Company and its legal 
advisers are of the opinion that, although at this time the ultimate disposition is indeterminate, Revenue Canada’s position 
as set out in the Notices of Reassessment is not justified. The reassessments have not been provided for in the 1979 finan- 
cial statements. The Company is of the opinion that any resulting taxes will not have a material effect on its financial position. 


page 25 


The Steel Company of Canada, Limited 


Notes to Consolidated Financial Statements (continued) 


December 31, 1979 


3. Inventories 


Raw: materials-andssupplieSs 2 Reis 90 ee SP ore ere 
Finished: and: semi-finished: prOdUCIS!*) = cus «2. hi oct es hoe eee eee 


4. Long-term Intercorporate Investments 
(a) Investments 


and Related Commitments 


1979 
(in thousands) 


$ 339,195 
274,943 


$614,138 


1979 
(in thousands) 


1978 
(in thousands) 


$ 248,208 
220,951 


$ 469,159 


1978 
(in thousands) 


(b) 


(c) 


Corporate joint ventures ‘ana partnerships -atequity. 2. 2 Aare © eee $ 67,104 $ 534497 

Portfolio: investments: at:CoStives 22 © Rae Seas eee ey eee ere eee 10,037 9,830 
(quoted market value: 1979 $15.2 million, 1978 $9.1 million) 

$ 77,141 $ 635320 


Joint Ventures and Partnerships 

Substantially, the joint ventures and partnerships are an integral part of steel operations and exist to provide raw 
materials, certain finishing operations and some administrative services. Accordingly, to avoid duplication in the dis- 
closure of sales, such transactions between the Company and the joint ventures and partnerships are accounted for 
in the Consolidated Statement of Income by: 


(i) Including the cost of materials, operations and services provided by the joint ventures and partnerships in 
‘“‘Cost of sales’”’ or ‘‘Administrative’’ expense as appropriate. 
(ii) Disclosing the company’s share of the annual net income of corporate joint ventures and partnerships as a 
separate item of ‘‘Revenue’’. 
The following is a summary of the Company’s proportionate share of the financial position of the joint ventures and 
partnerships: 


1979 1978 


Unincorporated Corporate Joint (in thousands) (in thousands) 


Joint Ventures and 
Ventures Partnerships Total Total 
ASSCISe.. 3 ta. S45 Fe ee ee $ 75,259 $ 218,325 $ 293,584 $ 281,291 
Diabiliticsae = h.cett.ccase ere Ae See eee 7,365 151,221 158,586 157,623 
EQUILY Se teres asin eerie ce eee eee $ 67,894 $ 67,104 $ 134,998 $ 123,668 


Included in the liabilities of the corporate joint ventures and partnerships is $118.4 million of long-term debt against 
which certain assets relating to those entities have been pledged. 


Commitments 

The Company, as a participant in certain of the corporate joint ventures and partnerships, is entitled to receive its 
proportionate share of coal and iron ore produced and is committed to pay its share of their costs, including minimum 
charges for principal and interest to cover the servicing of their long-term debt. The Company’s share of such minimum 
charges averages US $11 million annually to 1996. 


1979 1978 

5. Fixed Assets (in thousands) (in thousands) 
Raw. materialzpiants andspropenties; alicoStas . auc 4s anak eeereceey er eee ee $ 261,947 ) 203,625 
Manufacturing*plants angi properties cal COSTS ce i ates et ce gin ae rg, 2,041,759 4,865,150 
2,303,706 ZNO il 

Less accumulated depreciation. so a eater ee eee te a ae, ee 906,328 853,119 
$1,397,378 $1,265,656 
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1979 1978 
(in thousands) (in thousands) 

Long-term Debt 
oe sinking fund debentures due May 1, 1990 ... 2... 2.26. 555 ee ee ee $ 36,541 Sy) . OE 
9%% sinking fund debentures due November 1, 1990 ...................... 53,142 53,985 
10%% sinking fund debentures due September 15,1994 ..................... 64,490 65,000 
2 avopsinking 1und-debentures, duewApnili 1), 1995... 0 ce ce ke ee ew es 100,000 100,000 
NCA Yersinikingstund debentures due Apri-30; 1996 0... ee ee 100,000 100,000 
Ovo motes cue October 15; 1987.(US Si S-milliOn)) 2 <b. ses eis ea ws hw Oe ee 15,060 16,428 
10%% sinking fund notes due November 20, 1995 (US $125 million) ............. 126,172 126,172 
495,405 499,206 
Less amount due within one year, net of prepayments...................... 5,011 2,306 
$ 490,394 $ 496,900 


After allowing for prepayments, annual sinking fund and other repayments over the next five years amount to $5.0 million in 
1980, $18.7 million in 1981, $23.1 million in 1982, $23.1 million in 1983 and $24.6 million in 1984. 


If the two issues payable in U.S. funds were translated into Canadian dollars at December 31 rates of exchange rather than 
at the historical rates used, the long-term debt shown above would increase by $21.9 million for 1979 and $24.5 million for 
1978. This is not necessarily indicative of the amount which will be repaid when the obligations are retired. 


Capital Programs 

The estimated cost to complete approved capital programs, including programs approved in principle, is $770 million, 
which will be spent over a period of five to six years. This includes an estimated amount of $160 million to cover 
inflation in construction costs and other contingencies. 


Retirement Plans 

Pension costs charged against income in the year under the Company’s pension plans include payments made to trust 
funds for current and past service requirements as determined by an independent actuary. Unfunded past service costs in 
respect of pensions ultimately payable to the present employees are estimated to be $214.8 million at December 31, 1979. 
This amount is being funded over periods not exceeding fifteen years. 


Lease Commitments 
Capital Leases — At December 31, 1979, the Company had no significant capital lease commitments. 


Operating Leases — Future minimum rental payments required under operating leases that have initial or remaining lease 


terms in excess of one year at December 31, 1979 are: 
(in thousands) 


ADE Ones ozee) ain Poems ee ME I lark bert $ 4,503 
12S teetoceen. co ares ee, See eee 3,326 
OS? rath ance rie Vit date gprs deen err crete A oy As) 
WOSSe* erg. sek” pela a ae has nl aio: 20 Me 2,005 
RRS) ame ain Bee SMO Rae Bye, lela, Lose, OE 2,652 
SUDSEQUENTTOANO84 ss acy aie 20,468 

TGtale ca) Gone ee wean eahae Oe $36,940 


. Segmented Information 


The Company operates exclusively as a vertically integrated producer of a wide range of steel products which is its only 
line of business and dominant segment. Export sales of domestic production to foreign countries amounted to $347 million 
in 1979 ($316 million in 1978). 


. Remuneration of Directors and Officers (Section 122.2 of the Canada Corporations Act) 


The aggregate remuneration for 1979 of the Company’s fifteen directors as directors was $105,913. The aggregate remu- 
neration of the Company’s twenty-nine officers and past officers as such was $2,450,413. Two officers are directors of the 
Company. 
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The Steel Company of Canada, Limited 


Notes to Consolidated Financial Statements (continued) 
December 31, 1979 


12. Capital Stock and Dividends 


(a) 


(b) 


(c) 
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Preferred Shares — $25 par value 
Authorized — 16,000,000 shares 


1979 1978 

Issued ="RrefenedisenrieSsAy sei.) ea ee ee ee ee 8,000,000 shares 8,000,000 shares 
= Pretemed: Series 8.9, ae 5 ee ee ee ee 1,324,000 shares - 

9,324,000 shares 8,000,000 shares 


Series A 

These shares are entitled to a cumulative floating rate dividend, calculated on a quarterly basis. The rate equals the 
sum of 1%% and one-half the average Canadian bank prime rate. 

The shares are redeemable at the Company’s option on or after May 1, 1980 at a premium of $0.75 per share, reducing 
by $0.1875 annually thereafter. 

The shares are retractable at par, at the holder’s option, on May 1 in each of the years 1987, 1992 and 1997. 


Series B 

By Supplementary Letters Patent, dated September 28, 1979, 2,045,000 of the authorized preferred shares were desig- 
nated Series B and 1,324,000 shares were issued for cash on October 3, 1979. The remaining 721,000 shares will be 
issued for cash on February 1, 1980. 

These shares are entitled to a fixed Cumulative dividend at the rate of $1.94 per share annually payable in equal 
quarterly instalments. 

The shares are redeemable at the Company’s option on or after November 1, 1984 at a premium of $1.25 per share, 
reducing by $0.25 annually thereafter. 

On November 1, 1980, and each year thereafter, the Company shall purchase at par 61,350 Series B preferred shares, 
if tendered. 

Convertible Shares — no par value 


Authorized — 35,000,000 Class A Convertible Shares 
— 35,000,000 Class B Convertible Shares 


1979 1978 

Issuiede =). ClasstAy wy. he pas 6 eee eee oer a, ane eae 23,647,440 shares 23,287,296 shares 
=, Glass Be ee ee ee ee ae 1,065,659 shares 1,425,803 shares 
24,713,099 shares 24,713,099 shares 


The Convertible Shares of each class are voting, convertible into one another on a share-for-share basis and rank 
equally in all respects; the maximum total number of shares outstanding at any time is limited to 35,000,000. The only 
distinction between the two classes of shares was that dividends on the Class A Convertible Shares were ordinary 
taxable dividends for purposes of the Income Tax Act while dividends paid up to December 31, 1978 on the Class B 
Convertible Shares could be paid out of the Company’s tax-paid undistributed surplus on hand or 1971 capital surplus 
on hand as defined in the Income Tax Act. After December 31, 1978 the payment of ‘‘tax deferred’’ dividends out of 
tax-paid undistributed surplus on hand or 1971 capital surplus on hand is no longer allowed under the Income Tax Act. 
Dividends paid on both Class A and Class B Convertible Shares after that date are ordinary taxable dividends. 


Dividends 
Dividends declared, including extra distributions on convertible shares consisted of the following: 
1978 
Preferred Shares (in renee ys (in thousands) 
SOTHO VA ioe he 23 ee a es ar soot a, Uae ee ret Oe oe ea $14,581 $11,514 
(per share 1979 — $1.82268, 1978 — $1.43922) 
SONOS By se ea Es eh: es ne ee oe es Pe i nee ee 845 _ 
(per share 1979 — $0.63788) 
15,426 11,514 
Convertible Shares 
(per share 1979 — $2.00, 1978 — $1.75) 
CIES SA es no Shae ies eet care ates ey co hte ween ep es arc ee 47,114 40,623 
GlaSS: Baya cic eae cee pn eA Sao ge eS on 2,312 2,020 
49,426 43,248 
$64,852 $54,762 


Dividends declared in 1978 on Class B Convertible Shares were payable out of 1971 capital surplus on hand with the 
exception of the dividend and extra distribution declared December 18, 1978 payable February 1, 1979 which were 
ordinary taxable dividends. (See section (b) above.) 


Auditors’ Report stelco 


Thorne 
Riddell 


a CO: 
CHARTERED ACCOUNTANTS 


To The Shareholders 
The Steel Company of Canada, Limited 


We have examined the consolidated statement of financial position of The Steel Company of Canada, Limited at 
December 31, 1979 and the consolidated statements of income and retained earnings and changes in financial posi- 
tion for the year then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company at December 
31, 1979 and the results of its operations and the changes in its financial position for the year then ended in accord- 


ance with generally accepted accounting principles applied, after giving retroactive effect to the change in the method 
of accounting for investment tax credits as described in Note 2, on a basis consistent with that of the preceding year. 


eC Lin lias Zh 


Toronto, Canada 
January 25, 1980 
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Ten Year Statistical Summary 
Dollars in millions except as indicated* 


1979» 1978 1977 1976-1975 1974 | 1973 1972-= 157 tam 


Operations (thousands of net tons) 


Raw steel produced 5,862 5,533 5640 5724 5396 5,542 5.723, 5031) 46/3 aes 
Total raw steel processed (including purchases) 6,306 6,199 5,490 5.669 5263 5,837 6,035 5:362 52149945955 
Steel shipments 4553 4466 3,995 4028 3,706 4,078 4,204 3,797 3,689 3,517 


Income and Related Data 
2,091.2 1,775.7 1,444.1 1,359.8 1,201.8 1,133:2.- 937.7, 7759 730:2aeipbsez 
98.7 88.5 81.8 752 66.2 57.5 46.9 409 5 352 


Sales $ 
$ 
Depreciation $ 605 56.7 55.1 549 514 5212 467 39:57 37 teas 
$ 
$ 
$ 


Administrative and selling 


92:0 "52.5 7 91.49 468 S247 107 8.2 8.4 8.5 3.8 
62.0 39.3 1.6 17.0. 36.4 57.8 56.6 22:9" S As Sees 
156.9. 111.9 81.9 - 77.3. 82.6 1109 87:7) 67:lee 66: bee ee 


Interest on long-term debt 
Income taxes (2) 


Net income (2) 


Per convertible share(1)(2) *¢ 574 °° 4.07 3.02 3.13", 93.35" 4.50) 2 3256> 992 73" ae 
Return on sales (2) % 7.5 6.3 ay ath 6.9 9.8 9.4 8.6 Shi a 
Return on average investment (2) % 7.8 og 4.7 5.1 64° G103 93 7./ 8.1 Pes 
Return on average shareholders’ equity (2) % 13.3° 10.3 8:7 9.5" 10.7 1:0 13,5 2S ee 
Dividends declared — preferred $ 1 Emergis 8.2 - ~ ~ - - ~ - 
— convertible $ 494. 43.2 .420. 42.0. 42.0 «38.2.-.320), 30:8, S304ge aw 

Per convertible share *$ 200 175 1:70 41.70. 1.70» 1.55 1300 1.25) si-7omeee 
Earnings reinvested in the business (2) $ 920 57:2 3h? 353-406. J27 55:7 = 36:30 ees0-ceeeeeee 
Capital Expenditures $ 204.0 1453 1446 172:5 232.8..135:5 116.5. ..95.0) 95: ee 


Financial Position, year end 

Working capital(2) $ 617.1 593.6 603.3° 4575 380.1 3011 218541995 3703 7oeees 

Fixed assets — net $ 1,397.4 1,265.7 1,186.1 1,102.0 990.5 812.1 734.1 671.8 621.3 564.5 

Long-term debt $ 490.4 496.9 501.3 504.4 361.1 165.5 103.8 105.0 107.8 110.2 
$ 233.1 200.0 200.0 - = - = - - - 
$ 


1,009.6— 917.7. 860.3 829.3 793.9 752.1 679.0 622.9 579.9 “543% 


Preferred shareholders’ equity 


Convertible shareholders’ equity (2) 


Per convertible share (2) *$ 40.85 37.13 34.83 33.57 °32.14 30.50 27:56 425:30 323:82e2 
Employment 
Average number of employees 25,032 23,712 22,942. 22,691. 23,192. 23,251 22,580. 21,582. 21,351. 2497 
Total employment costs $ 641.6 559.0 495.0 459.0 401.9 350.6 3082 264.5 234.5 221.2 
Employees’ average weekly earnings) *$ 408.75 374.98 343.67 320.90 280.85 249.15 224.63 204.46 186.35 173.46 


Number of Convertible Shareholders, year end 40,495 38,147 36,408 36,501 37,864 39,086 39,331 40,036 45,829 49,985 


() After preferred dividends in 1979 to 1977 inclusive. (See Note 1 on page 25.) 
(2) Restated for the years 1978 to 1975 inclusive. (See Note 2 on page 25.) 
(3) Excludes the cost of supplementary employment benefits. 


page 30 


Directors and Officers 
At December 31, 1979 


Directors 


*J.D. Allan, Toronto 
President of the Company 


Alex E. Barron, Toronto 
President, Canadian General 
Investments Limited 


“Alistair M. Campbell, Montreal 
Chairman of the Executive Committee, 
Sun Life Assurance Company of Canada 


A. Jean de Grandpré, Q.C., Montreal 


Chairman of the Board and 
Chief Executive Officer, Bell Canada 


*J. Douglas Gibson, O.B.E., Toronto 
Chairman of the Board, 
The Consumers’ Gas Company 


*J. Peter Gordon, Toronto 
Chairman of the Board and 
Chief Executive Officer of the Company 


*A J. Macintosh, Q.C., Toronto 


Partner, Messrs. Blake, Cassels & Graydon, 


Barristers & Solicitors 


+Senator The Hon. Ernest C. Manning, 


P.C., C.C., Edmonton 
Chairman, Manning Consultants Limited 


Frederick C. Mannix, Calgary 
Corporate Director 


tWilliam F. McLean, Toronto 
Chairman of the Board and 


Chief Executive Officer, Canada Packers Inc. 


*+D.R. McMaster, Q.C., Montreal 
Partner, Messrs. McMaster Meighen, 
Barristers & Solicitors 


Lucien G. Rolland, Montreal 
President and Chief Executive Officer, 
Rolland inc. 


Henry G. Thode, C.C., Ph.D., F.R.S. 
Hamilton 
Professor Emeritus, McMaster University 


tKenneth A. White, C.D., Toronto 


Chairman, President and Chief Executive Officer, 


Royal Trustco Limited 


William H. Young, Hamilton 
President, The Hamilton Group Limited 


*Member of the Executive Committee 
+Member of the Audit Committee 


Executive 
Officers 


J.P. Gordon 
Chairman of the Board and 
Chief Executive Officer 


J.D. Allan 
President 


W.C. Chick 
Vice-President, Finance 


A.J. Harris 
Vice-President, Engineering, Research 
and Procurement 


R.E. Heneault 
Vice-President, Administration 


G.H.G. Layt 
Vice-President, Operations 


A.R. McMurrich 
Vice-President, Marketing and 
Corporate Planning 


J.W. Younger, Q.C. 


Vice-President, Secretary and General Counsel 


stelco 


Vice-Presidents and 
Other Officers 


W.C. Ashcroft 
Assistant Treasurer 


G. Binnie 
Treasurer 


G.W.R. Bowlby 
Vice-President — Sales 


K. Coles 
Vice-President — Manufacturing 


W.A. Darby 


Assistant Comptroller — Corporate Accounting 


J.E. Hood 
Vice-President — Manufacturing 


L.M. Killaly 
Assistant Secretary 


P.D. Matthews 
Assistant Treasurer 


A.G. Northcott 
Assistant Comptroller — Works Accounting 


A.R. Oliver 
Vice-President 


H.J.M. Watson 
Comptroller — Accounting 
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Corporate Directory 


Head Office 


Royal Trust Tower, Toronto-Dominion Centre, 


Toronto, Ontario, M5K 1J4. 


General Offices 


Hamilton, Ontario 
Montreal, Quebec — Eastern Region 
Edmonton, Alberta — Western Region 


Sales Offices 


Hamilton, Ontario 

Montreal, Quebec 

Calgary, Alberta 

Edmonton, Alberta 
Quebec, Quebec 

Regina, Saskatchewan 
Saint John, New Brunswick 
St. John’s, Newfoundland 
Toronto, Ontario 
Vancouver, British Columbia 
Windsor, Ontario 

Winnipeg, Manitoba 


Plants 


Hamilton, Ontario 

Hilton Works 

Canada Works 

Canadian Drawn Works 

Frost Works 

Parkdale Works 
Beachville, Ontario 

Chemical Lime Works 
Brantford, Ontario 

Brantford Works 
Burlington, Ontario 

Burlington Works 
Gananoque, Ontario 

Gananoque Works 
Nanticoke, Ontario 

Lake Erie Development (under construction) 
Red Lake, Ontario 

The Griffith Mine 
Toronto, Ontario 

Swansea Works 
Welland, Ontario 

Page-Hersey Works 

Welland Tube Works 
Contrecoeur, Quebec 

McMaster Works 
Lachine, Quebec 

Dominion Works 
Montreal, Quebec 

Notre Dame Works 

St. Henry Works 
Camrose, Alberta 

Camrose Works 
Edmonton, Alberta 

Stelco Edmonton, Steel Works 

Stelco Edmonton, Finishing Works 
Regina, Saskatchewan 

Stelco Fabricators Ltd. 
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Research Centre 
Burlington, Ontario 


Subsidiary Companies, wholly owned 

Stelco Fabricators Ltd., Regina, Sask. 

Frost Steel and Wire Company, Limited, 
Hamilton, Ont. 


Frost Steel and Wire Company, Quebec, Limited, 


Montreal, Que. 
Durastal Installations Limited, 
Montreal, Que. 
Stelco Limited, 
Toronto, Ont. 
Stelco Technical Services Limited, 
Hamilton, Ont. 
Stelco Coal Company, Pittsburgh, Pa. 
Pikeville Coal Co., Louisville, Ky. 
(Chisholm Mine) 
Kanawha Coal Company, Ashford, W. Va. 
(Madison Mine) 
Ontario Eveleth Company, Minneapolis, Minn. 
Ontario Hibbing Company, Minneapolis, Minn. 
Stelco Erie Corporation, Minneapolis, Minn. 
Stelco Nederland B.V., Amsterdam, 
The Netherlands 
Stelco S.A., Geneva, Switzerland 
The Steel Company of Canada (U.K.), Limited, 
London, England 
Can Hamilton Trading Limited, 
London, England 
Ubbelohde-Stelco S.A.C.I. y de R., 
Buenos Aires, Argentina 
Stelco do Brasil Ltda., Sao Paulo, Brazil 
Stelco de Venezuela, S.R.L., 
Caracas, Venezuela 


Unincorporated Joint Ventures 


% Owned 
Wabush Mines, Nfld. & Que. ....... 25.6 
Hibbing Taconite Company, Minn. .... 6.7 
EIkeRiVem Coalibrojectas: Cassa nae 25: 
Corporate Joint Ventures 
and Partnerships 

% Owned 
Iron Ore 
Tilden Iron Ore Partnership, Mich. .... 15.6 
Erie Mining Company, Minn......... 10.0 
Eveleth Expansion Company, Minn. 230 
Ontario Iron Company, Minn. ....... 10.0 
Coal 
Mathies Coal Company, Pa......... See 
Beckley Coal Mining Company, W. Va. . 12.5 
Olga Coal Company, W. Va......... 10.0 
Other 
Baycoat Limited) Ont. >. 4. on os 4s 50.0 
Canada Systems Group Limited, Ont. $}6}.8) 
‘Toread! Limited "Ont. & 504 Aaa 50.0 
Fers et Métaux Recyclés Ltée, Que. .. . 50.0 
Arnaud Railway Company, Que. ..... 25.6 
Wabush Lake Railway Company, 

ipaliteroINMMlels 6h 64 ooo ee 25.6 

Knoll Lake Minerals Limited, Nfld. .... 14.8 


Northern Land Company Limited, Nfld. . 12.8 
Twin Falls Power Corporation, 
Limited: Nt aon arden eee 4.4 


Registrar 


THE ROYAL TRUST COMPANY 
Toronto, Montreal, Halifax, Hamilton, 
Winnipeg, Regina, Edmonton, Vancouver 


Transfer Agent 


MONTREAL TRUST COMPANY 
Toronto, Montreal, Halifax, Hamilton, 
Winnipeg, Regina, Edmonton, Vancouver 


Annual Meeting 


The Annual and a Special General Meeting of 
the Shareholders of the Company and special 
meetings of Class A and Class B Convertible 

Shareholders will be held concurrently at the 

St. Lawrence Centre, 27 Front Street East, in 
Toronto at 10:00 a.m., local time, on Monday, 
April 21, 1980. 


stelco 


Pour obtenir un exemplaire de la 
version francaise de ce rapport, 

veuillez écrire au secrétaire, 

The Steel Company of Canada, Limited, 
P.O. Box 205, Toronto-Dominion Centre, 
Toronto, Ontario, M5K 1J4. 


OND 
CaMany/ 
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